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Packaged unit substations 
mean packaged skills 





























THE SUBSTATION-ORIENTED SKILLS of up to 35 technical 
experts are included in the purchase price when you buy 
substations as factory-built units. You get the skills of these 
people. . 

e Test engineers e Application engineers 

e Wiring technicians e Welders 

e Design engineers e@ Materials researchers 

e Installation engineers e Draftsmen 

and many others—without adding a man to your 

payroll. General Electric Company, Apparatus Sales Divi- 
sion, Schenectady 5, New York. 512-23 
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Excellent availability and performance.” After two 
ears of operation, this is the report on the B&W Radiant 
Boiler purchased by the Southern Indiana Gas & Electric 
ompany. The unit is on the line at the Culley Station 
hear Evansville, where it provides more low-cost power 
or the growing area. 


ne major reason for the boiler’s low operating and 

aintenance costs is the clean, dry steam assured by 
B&W Steam Separators. This keeps the turbine on the 
ine for longer periods between cleanings and maintains 


higher turbine efficiency. Other important va'u 


those made possible by B&W Pulverizers, v 
coal as received ... wet or even iced... thus 
the danger of shutdown or loss of capacity 
also grind coal to the specified fineness, ¢! 
prompt ignition and complete combustion. 


Advantages of B&W Boilers in central static 1 
are a result of B&W engineering advances in 
ment of economical energy, supported by nea‘! 


of steam generating experience. 
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ty-four tons of pulverized coal per hr are consumed by 
hers supplied by 3 B&W Pulverizers. 
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m B&W’ Pulverizer System. Ease of operation is an out- 
ng feature of the B&W Pulverizer since the entire sys- 
tomatically proportions the primary air and fuel, utiliz- 
y one damper to accomplish load changes. 


itant, :o0, for Southern Indiana Gas & Electric is 
’s nat onal network of plants and engineers. Pro- 
hive elcctric companies and their consulting engi- 
cont: ‘ually turn to B&W research, development, 
neerin;:. and design for assistance and advice. This 
of knowledge is available to help you meet your 
ral station requirements. The Babcock & Wilcox 


pany, ‘oiler Division, 161 East 42nd Street, New 
LN, Y; 














B&W Radiant Boiler at the Southern Indiana Gas & EI 
tric Company’s Culley Station has steam capacity of 437,¢ 
Ib per hour at 1290 psi at superheater outlet and 950 F. J] 
signed pressure 1450 psi. Net generating unit capability 44,¢ 
kw. Consulting engineers: Commonwealth Associates, In 
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wth the Coclttors 


| ebciomera many .\mericans were im- 
pressed, but relatively general notice 
has not been given to the high morale and 
sense of dedication of essential public serv- 
ice employees displayed during the miser- 
able weather conditions of mid-February. 
Because the storms which paralyzed the 
astern half of the country came over the 
week end, most inhabitants of our cities 
and suburbs were basically comfortable. 
There were inconveniences and anxieties, 
of course; but for many there was nothing 
to do but sit back and enjoy the enforced 
vacations of extra holidays declared by 
federal and state authorities and many 
business concerns. 


For those who had to stay on the job 
in fair weather and foul, there were many 
hardships and discomforts. In this cate- 
gory, the employees of public utility indus- 
tries ranked high, if not on top of the list. 
And it is a fairly long list, including police 
and firemen, hospital staffs and doctors, 
and all those who struggled against odds 
to keep highways open. 


Burt there were also the telephone com- 
pany employees, who maintained an aston- 
ishingly high level of service. The electric 
utility emplovees also kept the power on 
during a period when so much depended 
on heating plants, lighting, and other ap- 
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JAMES H. COLLINS 


JOHN J. JOSEPH 


pliances functioning during subzero tem 
peratures and blizzardous conditions. 
There were gas and oil company em 
ployees, dedicated to the hard chore of 
seeing that their respective fuel supplies 
were delivered notwithstanding _ terrific 
peak demands simultaneously 
throughout most of the nation. 


coming 


TT? ERE were the bus drivers and the cab 
drivers and the mailmen. There were 
railroad and airline employees. There were 
city employees, state and county employ- 
ees, who stayed on the job; garage opera 
tors who rescued thousands of motorists 
and kept service stations open so that 
others could continue on their way. On 
could not attempt to exhaust the list in a 
short space without including a_ goo 
many other service categories, such as th 
Coast Guard, the emergency switchboar 
operators and dispatchers of all kinds, an: 
even such personal service operations a 
hotels and highway taverns functionin 
through it all, so that the hardship anc 
discomfort of the traveling public wer 
kept down to a minimum. This was th 
great Army of Public Service—broade: 
of course, than the conventional list 0 
public utilities, but certainly includin; 
such utilities of every description. 
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COMBUSTION’S 


SCHEDULE OF 


Dedication of World’s Largest, Privately Owned, Integrated Facilities for Nuclear 
Research, Development and Manufacture 
C-E’s $15,000,000 Nuclear Division at Windsor, Connecticut. Ground broken December 
1955; construction completed in late '57; dedication in Spring of ’58. 


Construction of Nuclear Submarine Prototype 
At C-E Nuclear Division, Windsor, Connecticut. First nuclear submarine prototype to be 
designed and built at other than AEC-owned facilities. 


Shipment of Largest and Most Complex Nuclear Vessel Built to Date 
Reactor vessel for Enrico Fermi Nuclear Power Station. 


Completion of Manufacture of World's Highest Pressure, Highest Temperature Boiler 
5000 pounds per square inch; 1200 deg. Fahr. 


Engineering and Partial Manufacture of World’s Largest Boiler 
First boiler ordered to serve a turbine generator with a capacity as high as 500,000 kw. 


Completion of Installation of World’s Highest Capacity, Highest Pressure, Highest 
Temperature Package Boilers 
Two completely shop-assembled boilers, one with a capacity of 100,000 pounds of steam 
per hour, and one to operate at a pressure of 1800 pounds per square inch and 1050 deg. Fahr. 


These are some of the achievements which will main- 
tain Combustion’s leadership in 1958 in its major field 
— the creation and building of advanced designs of 
equipment for the generation of power or heat from 
conventional or nuclear fuels. 

And, in another significant area, Combustion expects 
to set a new record this year — the largest volume of 
shipments and billings in its history. 


COMBUSTION ENGINEERING 


Combustion Engineering Building °* 200 Madison Avenue, New York 16, N. Y. 


NERATING, FUEL BURNING AND RELATED EQUIPMENT: NUCLEAR REACTORS: PAPER MILL EQUIPMENT: PULVERIZERS: FLASH DRYING EQUIPMENT: PRESSURE 





PAGES WITH THE EDITORS (Continued) 


- so happens the opening article in this 
issue deals with the sensitive feeling 
which utility companies and their em- 
ployees must have in relation to the public. 
Why must a public utility company, more 
than any other kind of a company, be so 
insistent on that old motto of good busi- 
ness relations—“the customer is always 
right’? This opening article tells us 
about Ohio Bell’s Community Living Pro- 
gram. It is a long-range plan with the 
goal of educating every employee to the 
needs and benefits of substantial public 
relations. The employee is essential to this 
plan ; but it has also stimulated many man- 
agement people to examine their own atti- 
tudes toward the telephone company, as 
they may appear to their neighbors and 
friends. 


Joun J. Josernu, author of this article, 
is the vice president in charge of public 
relations of the Ohio Bell-Telephone Com- 
pany, and a native of Ohio, as well. He 
was educated at Ohio Wesleyan Univer- 
sity (AB, ’21) and took his law degree at 
Cleveland’s Western Reserve University 
(LLB, ’28). He also obtained the hon- 
orary degree of Doctor of Laws from 
Ohio’s Bowling Green University in 1943. 
Mr. Josepn started his career with Ohio 
Bell in 1929 in the plant department, and 
rose to his present position by 1948. He 
makes his home on a farm in Knox 
county, Ohio. 


ke of the old-fashioned economic 
axioms which has been exploded in 
Great Britain is the idea that Socialism or 
nationalization of industry is a one-way 
street. Karl Marx, and other Socialists of 
the extreme or Communist school, have 
gained a lot of unearned mileage out of 
the assumption that there can be no volun- 
tary or democratic turning back from 
Socialism once started. They were sure 
that nothing short of a reactionary revo- 
lution or military defeat, after which the 
conqueror could impose his will, would 
permit the relinquishment of Socialism 
once established. But the experience of the 
steel industry in Great Britain shows that 
this notion is just about as wrong as many 
others preached by Marx. 
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JOHN D. GARWOOD 


Dr. Joun D. Garwoop, professor oi 
economics at the Fort Hays Kansas State 
College, describes the denationalization ot 
the British steel industry in a way which 
opponents of government ownership in 
this country will find interesting, if not 
profitable. Dr. GARWoop is a graduate of 
the University of Wisconsin (MA) and 
the University of Colorado (PhD). He 
has also done graduate work at the Uni- 
versities of Louisiana and Southern Cali- 
fornia. Prior to his present faculty post he 
had teaching experience at the Universi- 
ties of Louisiana and Colorado, and has 
written a number of articles on public 
utility regulation and business economics. 

* x 


 oreead brine and inland brackish waters 
may be freshened on a large scale in 
ten to fifteen years, say Interior Depart- 
ment engineers. And a “breakthrough” 
might come sooner. Industry will be the 
first customer, so utility and industrial 
engineers are advised to watch progress. 
A little government money has developed 
surprising results among private investi- 
gators. JAMES H. Cottins, author of 
business articles, in his account which be- 
gins on page 374, explains what has 
been going on in the past five years, dur- 
ing which Uncle Sam has become directly 
interested in getting the salt out. 


THE next number of this magazine will 
be out March 27th. 


A» Cebilition 
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rrench digging 

vith Cleveland 

cuts repaving 
costs 25% 


ERN CONSTRUCTION CO’s new 
Cleveland 110 Trencher cut repaving 
costs 25% on the installation of 11,000 
feet of 12 and 8 inch pipe throughout 
East Brunswick Township near Spring- 
field, New Jersey. Trench was 54 feet 
deep and 24 inches wide. Foreman 
Henry Appleby says: 


“We’re able to reduce re- 
paving costs 25% with the 
Cleveland because it cuts 
cleaner, narrower trench 
than the backhoe method 
we used previously.” 


“We get better production, too,” says 
Appleby. “The Cleveland digs about 
780 feet of trench per hour compared to 
about 100 to 150 feet with the backhoe.” 


the CLEVELAND TRENCHER Co. 


7 eveywtere 20100 St. Clair Avenue 2 Cleveland 17, Ohio 





Coming IN THE NEXT ISSUE 


(March 27, 1958, issue) 
* 


COMPULSORY ARBITRATION FOR UTILITIES—A REAPPRAISAL 


This is an objective article discussing both sides of the controversial suggestion that 
there should be compulsory arbitration of utility disputes. The author is Dr. Edward 
Sussna, assistant professor of industry at the University of Pittsburgh. The actual re- 
sults of any forced arbitration are problematical. We know what happened recently 
in New York city during the subway strike, and other situations where litigation re- 
sulted in the invalidation of so-called state utility antistrike laws. Labor unions are 
exempted from the rules against conspiracy which are used to prevent price fixing by 
businessmen. Some people assert that forced labor results from governmental inter- 
ference. The practical problem is that the mass discomfort caused by utility strikes 
may be such that the people may eventually insist on compulsory arbitration. 


IS TAXED SPEECH FREE SPEECH? 


When a hard-pressed railroad industry pays for national advertisements and publicity 
to point out unfair features of its competition, is that a business expense? When any 
other kind of business seeks to fight competition in the only available avenue open— 
the space ad—is that a business expense? Generally it is agreed that it is, except for 
electric utility companies seeking to expose allegedly unfair competition for public 
favor by the forces of public ownership. Recently the Internal Revenue Commissioner 
handed down a ruling that such expenditures were not deductible for tax purposes. 
R. D. Furber, president, Public Utilities Advertising Association, has raised a very 
timely and thought-provoking challenge to the idea that utility companies cannot speak 
in their own defense as a matter of regular business operation. 


A CRITIQUE OF TVA ACCOUNTING PRACTICES 


In comparing TVA accounting standards with those of business-managed utilities, there 
is a tendency to overlook fundamental and intrinsic differences which cannot be re- 
solved. In other words, it is a fair question whether such comparisons can ever be 
valid because of the inherent character of TVA as a government-managed corpora- 
tion, as distinguished from business-managed, investor-owned utility company opera- 
tions. This article by Herman Stekler, research associate, School of Industrial Manage- 
ment of the Massachusetts Institute of Technology, is an effort to appraise these funda- 
mental differences in their proper light and to render a critical valuation of TVA ac- 
counting methods. One misconception, for example, has been the yardstick idea 
whereby TVA rates are used as a standard for comparative efficiency of various 
privately owned companies. Mr. Stekler rejects this as unjustified for the simple reason 
that TVA was primarily designed as a multipurpose system and would never have been 
constructed in its present form for power generation only. 


* 


Al > Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Weave rate structures are the ‘chicken or the egg’ in future planning, a first and basic 
requirement is accurate, continuing monthly analyses of present billing. 
Any workable formula for projection of future operations and their capital require- 
ments, must in some measure be based upon what is happening now. 
R & S can produce these analyses quickly and economically by its “One Step 
Method of Bill Analysis” on the exclusive ma- 
chine of its invention shown below. Important 
too, is our 20 year record of serving hundreds 
of companies, who have found R & S analyses 
enjoy considerable prestige with rate commis- 
sions. A further advantage is, all the analyses are 
done in our office, your personnel and equipment 
are not involved. 
As an aid in your future planning send 
fo: the booklet describing the “One Step Method 
of Bill Analysis’—a request to Dept. P-2 will 


RECORDING & 
STATISTICAL CORP. 


100 SIXTH AVENUE 
NEW YORK 13, N. Y. 
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“There never was in the world tzvo opinions alike.” 


MILTON CLARK LIGHTNER 
President, National Association 
of Alanufacturers. 


ELMER L. LINDSETH 
President, Cleveland Electric 
Illuminating Company. 


GoopWwIN KNIGHT 
Governor of California. 


KinsEY M. Ropinson 
President, Washington Water 
Power Company. 


EDITORIAL STATEMENT 
Los Angeles Times, 


Rosert C. Tyson 
Chairman, finance committee, 
United States Steel Corporation, 


J. M. SyMeEs 
President, Pennsylvania Railroad 
Company. 


—MOonNTAIGNE 





“There’s nothing wrong with politics except fo: 
some of the people that are in it, and maybe it wil 
be better if you push some of them out.” 


¥ 


“We firmly believe that only through a free inter 
change of opinion, which brings vital issues out int 
the open, can we keep our American society function 
ing smoothly and efficiently.” 


¥ 


“A Capitalist is not defined by the worldly wealth hr 
possesses, A Capitalist is reckoned by his incentive spirit 
inventiveness, ingenuity and perseverance, and his abil 
ity to secure the best possible price for the commodities 
or services he sells, regardless of his particular position 
in our scheme of things.” 


sa 


“A lot of things are being done to increase the power 
supply of the Northwest... . Until the laws of Washing 
ton are changed it will be difficult for private companies 
to build power plants in this state. The major problem 
here is that a public utility district can take over a new 


plant by condemnation even before it gets into produc 
tion.” 


¥ 


“Experience has repeatedly shown that private enter 
prise can offer goods and services on a more efficient 
and cheaper basis than can government establishments, 
in spite of the fact that the latter enjoy tax advantages 
and certain other bookkeeping benefits which tend to 
give a misleading impression as to their actual operating 


9 


costs. 
* 

“The company that operates more efficiently than an 
other pays a relatively higher tax, and so in effect pays 
a penalty for being more efficient. Taxes levied at high 
rates against efficiency cannot help but impair that eff 
ciency, This, in turn, affects a corporation’s ability t 
finance its own growth, and this is certainly not in the 
national interest.” 

¥ 


“In short, the rails have to grow if the economy is t 
be kept expanding and the nation kept militarily saf« 
Railroads are not a luxury or comfort that can be dis 
pensed with. They are a stark necessity—like the fur 
and food industries—and like such industries they mus' 
grow with the increasing amount of work to be done. 
imagine you will agree that—when national necessit! 
dictates that an industry grow—it is one of the basi: 
ingredients of any permanent—as against temporary- 
growth industry. Our problem here is not to be neces 
sary, but to get the nation—for its own benefit—to rec 
ognize that we are necessary—and so to stop hampering 
our necessary growth.” 
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Typical result: Development and installation of complete 
systems ond equipment for personnel department 


with complete records management program 


Remington Rand specialists organized and set in motion a long-range 
Records Management program at Tampa Electric Co. that is paying off in 


substantial benefits and savings. 
File analysts studied the existing systems, inventoried the records, estab- 


lished records retention controls, reorganized the system based on findings 
of the analysis, set up operating manuals for each department and all phases 
of operation and trained the necessary personnel for operating and perpet- 
uating the system. 


The Results Are Substantial 
| TIME saved in daily clerical operation...less executive waiting time for 
information. 
SPACE saved (great amounts of it) by planning current, inactive and stor- 
age facilities for records on the basis of maximum efficiency 2 
| MATERIALS saved by establishing standards that assure proper file main- 
tenance through use of operating manuals. 
EQUIPMENT saved through systematic consolidation and organization of 
related files, greatly reducing required housing. 
PERSONNEL saved through proper training and increased accuracy and 
efficiency of finding and filing. 
How About Your Records? Get full particulars on how your utility can 
effect tremendous savings in the management of your records. Write Room 
1378, 315 Fourth Avenue, New York 10—ask for X1615A. 
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Not, that is, when work can be completed during reg- 
ular hours and without interrupting service. And many 
utilities are doing just that—paring the high cost of line 
relocation and other maintenance and repair needs—with 
versatile Electro-Mobile generating units. 

For example, a 500 kw trailer like the one shown here 
can travel most anywhere, pick up a load in minutes. Crews 
can do their work faster, at lower cost, and all the while 
normal service is maintained. 

Further, these units can be utilized as an immediate 
source of emergency power. Their quick mobility can pro- 
vide the means to continued service, and continued good 
public relations. 

The economies of Electro-Mobile Power have been 
demonstrated on many utility applications. Why not ask 
your Electro-Motive representative to outline briefly ways 
these trailer units can help improve service and lower costs 
for your system? 





1000 kw units for use on sidings or placed 500 kw units offer excellent mobility for 
on piers for semi-permanent use. many temporary applications. 


ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS 


LA GRANGE, ILLINOIS 


Sales offices in Chicago, New York, St. Louis, San Francisco 
In Canada: General Motors Diesel Limited, London, Ontario 




















Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. °¢ PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Q-Panel walls grace the new El: ima P 
Plant (above) near Pittsburgh. It was degi 
by Duquesne Light Company’s ‘nging 
and Construction Department. ‘Ihe D 
Corporation was General Contracior, 














Q-Panel walls (above) go up quickly if 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Pancis were 
to enclose the impressive Hawthorn S$ 
Electric Station (left) of the Kans:'s City, 
souri, Power and Light Company. ‘basco 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel C:‘alog. 





NAME 





FIRM 





ADDRESS 
PUFI 
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Shown: New Dodge Tradesman—a pick-up with side lockers. 


You get extra quality at no extra cost— 
Dodge is one of the low-priced 3! 


may |e surprised to know, for instance, that a 
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Jodge Power Giant V-8 pick-up costs 


han pick-up “F’’, and only $5.50 more 
p “C” ... that a rugged Dodge Power 
costs less than either panel “F”’ or 
Yet Dodge Power Giants give you many 
tages, leading the low-priced three in all 
ant ways: 
»wer! Discover the extra traffic pep and 
g power that you get from Power Giant 
up to 27.5% more power than com- 
ks. 
syload! You'll find you get as much as 
iyload per trip, because Power Giant 
1 adds extra strength without adding 
i save trips, man-hours and fuel! 


ers of the low-priced 3 


CH 13, 19° PUBLIC UTILITIES FORTNIGHTLY 


First in economy! In addition to low first cost, 
you save with exclusive Dodge Power-Dome V-8 
engine design that gives you extra gas mileage and 
reduces power-robbing carbon deposits. 


First in styling! Your business gets a prestige 
bonus with a Dodge Power Giant. Its striking dual 
headlights, massive new grille and flowing, sculp- 
tured lines set new truck styling trends. 


Despite all their advantages, Dodge trucks are 
priced with the lowest. So before you buy any truck, 
look into these handsome, rugged new Power Giants. 
Compare trucks, and compare prices. See your 
Dodge dealer soon, and get his special 40th- 
Anniversary deal! 


*Based on official factory-suggested retail V-8 prices. 


pie) pie = Power Giants 





Typical Users of 
Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 


General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 
the most powerful ever built. Nine are 150,000 h.p. units, an 
the other nine are rated at 165,000 h.p. each. 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various paft 
of the world... bespeak the skill and facilities 
offered by Newport News. 


This trained organization has filled hydroeleciric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newpo t News 
includes penstocks, pressure regulators, valves, pimps, 
gates and rack rakes. Upon request, a copy of ou! 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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In 1953 Pioneer joined with other groups, all report- 
ing to the Atomic Energy Commission, for constant 
study of atomic energy application. Today Pioneer 
is qualified as a consultant to industry in the 
application of atomic reactor systems to the gener- 
ation of electric power. Presently, Pioneer is acting 
as architect-engineer and supervisor of construc- 
tion of the 66,000 kw commercial atomic power 
plant shown here. Allis-Chalmers Mfg. Co. is ‘the 
prime contractor. Scheduled for 1962 completion, 
the plant, for the Northern States Power Co., will 
be known as the ‘Pathfinder’. 


ATOMIC 


Organized as Central Utilities Atomic Power Asso- 
ciates, these utilities will share in the research and 
development costs: Northern States Power Co., 
Central Electric and Gas Co., Interstate Power Co., 
lowa Power and Light Co., lowa Southern Utilities 
Co., Madison Gas and Electric Co., Mississippi Val- 
ley Public Service Co., Northwestern Public Serv- 
ice Co., Ottertail Power Co., St. Joseph Light and 
Power Co., Wisconsin Public Service Corp. PIONEER 
SERVICE & ENGINEERING CO., 231 South La Salle 
Street, Chicago, Illinois. 


Pioneer Service 


ROGRESS 


On your letterhead, write 
for 40-page booklet, ‘Pioneering 
New Horizons in Power’’. 
Describes, illustrates Pioneer’s 
engineering services, and 
corporate services, from 
financing to operation. 


& Engineering Co. 


231 South La Salle Street, 
Chicago, Illinois 


Siotch of “Pathfinder’’ 
com: =rcial atomic power plant 
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SOLISTRAND« 
22-600 MCM AWG 


SOLISTRAND Butt and 
Parallel Connectors for 
innercoil connection to 
leads. SOLISTRAND Ter- 
‘minals on outside leads 
of transformers. 





Ampli-Bondé BYTONN TD 
GRIP 
8-4/0 AWG 
26-10 AWG 


PRE-INSULATED DIA- 
MOND GRIP and DIA- 
MOND GRIP Terminals 
and Connectors for 
switchgear panel wiring 
in generator plants and 
sub-stations. 





MP] COMPRESSIO 





SOLISTRAND and AMPLI- 
BOND Terminals and 
Connectors for construc- 
tion and maintenance of 
generator plants and sub- 
stations. 





for th 


e 
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ALL TERMINALS SHOWN ACTUAL SIZE 


PRE-INSULATED 
DIAMOND GRIP 


26-10 AWG 


C- 
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PRE-INSULATE) DIA 
MOND GRIP an SOL 
STRAND Termin: !s ang 
Connectors for st. et amt 
traffic light ins‘ <llatio! 
and maintenance 
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TERMINAL PRODUCTS 
UTILITY INDUSTRY... 


A) (P’s diversified lines of terminal and connector products . 


. . and matched precision-engineered 


ap lication tooling . . . have been part of the utility industry’s components story, in many ways, 
fo: many years. These products have been designed for the exacting requirements of the electrical 
inc ustry in general, and a predominant number of original equipment items depend on the AMP 
ni thod of termination and connection for service reliability. 


AhiP’s diversified lines of terminal and connector products include: 


SOLISTRAND®—of one-piece construction, 
for application to stranded, solid or irreg- 
ularly shaped conductors. 


DIAMOND GRIP —non-insulated, but having 
metallic sheath to provide full circumferential 
support to cable. Excellent for applications 
where resistance to vibration is a factor. 


Ampli-BOND®—provide full insulation sup- 
port for large wire sizes. They are bonded 
and reinforced to prevent relaxation of cable 
support. 


PRE-INSULATED DIAMOND GRIP —insu- 
lated with tough plastic that won’t come off 

. it’s bonded. Affords optimum perform- 
ance under vibration. 


Some typical applications of these A-MP products are shown below. 


AMP’s continuing programs of research and development are increasing the potential of newer 
products to speed operations, reduce costs, and improve reliability for all phases of utility activity. 


A-MP products, when required for maintenance and repair needs, 
are available in the U.S. A. through American Pamcor Inc. api 
AMERICAN p 


'AMCOR INC. 


For additional information write to: 


AMP INCORPORATED 


General Offices: 
7537 Eisenhower Boulevard, Harrisburg, Pa. 
Wholly Owned Subsidiaries: Aircraft-Marine Products of Canada, Ltd., Toronto, Canada « Aircraft-Marine Products 


(Great Britain) Ltd., London, England « Societe AMP de France, Le Pre St. Gervais, Seine, France «© AMP—Holland 
N.V. ’s-Hertogenbosch, Holland 


Distributor in Japan: Oriental Terminal Products Co., Ltd., Tokyo, Japan 
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st. oet andg’®s find -xtensive usage 

Jlatiomm ‘tuck ind car fleet 
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PRE-INSULATED DIA- 
MOND GRIP Terminals 
and Connectors for com- 
munications equipment. 


PRE-INSULATED DIA- 
MOND GRIP, DIAMOND 
GRIP and SOLISTRAND 
types for appliance re- 
pairs. 


PRE-INSULATED DIA- 
MOND GRIP, DIAMOND 
GRIP and SOLISTRAND 
types for meter repairs. 
Ss 
ce 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
cial world and to the Industry itself, our 
specialists continue to reach ahead with 
new and sound approaches. 

Whether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies 
Seminars and Round Tables may prove 
valuable aids to your company’s future 

For more information, call Public Util 
ities Department at Dlgby 43500 o 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 


RicHarp H. West, Chairman of the Board 


Total Assets over $1,500,000,000 


Georce A. Murpny, Pre: ‘4 


Public Utilities Department—JouNn F. Cuitps, Vice President in Charge 


MEMBER [EDERAL DEPOSIT INSURANCE CORPORATION 


PUBL! TILITI 
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ENRICO FERMI ATOMIC POWER PLANT 


100,000 Kw Capacity 
Under Construction Near Monroe, Michigan 
by 
POWER REACTOR DEVELOPMENT COMPANY 
and 
THE DETROIT EDISON COMPANY 


-@- 


COMMONWEALTH ASSOCIATES INC. 
Architect-Engineer for the Reactor Plant 





COMMONWEALTH SERVICES INC. 


New York, N. Y. Jackson, Mich. Washington, D.C. Houston, Tex. 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 
JACKSON, MICHIGAN 
The Commonwealth Professional Engineering Organization 











AN INFORMATIONAL PROGRAM FOR UTILITY EMPLO 


¥ 


The P.U.R. Guide 


> A new and different approach to the educational needs of utility employees — call: 
THE P.U.R. GUIDE — is now being used by many companies. Somewhat descriptive] 
the GUIDE is referred to as “a journey of understanding.” It takes the user through t! 
economics of public utilities and through many other non-technical phases of utility o; 
eration. It was organized by and is issued under the general supervision of an experience 


staff of specialists. 


& THE P.U.R. GUIDE program is a systematically and consecutively arranged series « 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step stor; 
about the nature of the utility business, its important place in the American economy, th: 
present conditions under which it is conducted, its day-to-day objectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro 
gram adds guidance to experience in the development of the “management team.” 



































Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 

Certificate of meritorious completion 

Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 

Occasional reprints from Public Utilities Fortnightly 
Enrollments on company order only 


Next group—April 1, 1958. 


Comments about THE P.U.R. GUIDE 


One of the best educational programs we have had in 
years. 
Division Manager 


We all feel that this is a program that is needed in 
the public utility industry. 
Vice President 


I know of no better source for obtaining information 
it contains. pao 
District Manager 


I am sure that this new publication will prove of 
great value in the training of our younger personnel. 
President 


All of the men are interested and believe the studies 
to be quite worthwhile to them. -” 
Division Manager 


I am sure the total series of 52 will prove of inesti- 
mable value to the utility industry. 
Vice President & General Manager 


I would like to have received it twenty years ago. 
Division Manager 


We feel that THE P.U.R. GUIDE training program 
is being well received. 
Training Coordinator 


I find the material very interesting and instructive. 
Division M -nager 


We are pleased we have had an opportunity te offer 
the course to our management people. 
Employee Relations Depa::ment 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 


332 Pennsylvania Building 


e Washington 4, ). ©. 
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Thursday—13 


Public Utilities Advertising 

Association begins regional 

meeting, Montreal, Quebec, 
Canada. 


Friday—14 


American Water Works 

Association, Kansas Sec- 

tion, ends 3-day annual 
meeting, Salina, Kan. 


Saturday—15 


American Gas Association 
will hold general manage- 
ment section conference, 
Washington, D. C. Mar. 
31-Apr. 2. Advance notice. 


Sunday—16 


Nuclear Congress, cospon- 

sored by American Society 

of Mechanical Engineers 

and the Engineers Joint 

Council, begins, Chicago, 
Til. 





Monday—17 


National Association — of 

Corrosion Engineers begins 

annual conference and ex- 

hibition, San Francisco, 
Cal. 


Tuesday—18 


Steel Founders Society of 
America ends 2-day annual 
meeting, Chicago, III. 


Wednesday—19 


American Institute of Elec- 

trical Engineers and Ameri- 

can. Society of Mechanical 

Engineers begin joint man- 

agement conference, Bos- 
ton, Mass. 


Thursday—20 


New England Gas Associa- 
tion begins annual meeting, 
Boston, Mass. 


@ 








Friday—21 


Gas Appliance Manufactur- 
ers Association will hold 
annual meeting, White Sul- 
phur Ssrings, W. Va. Mar. 
31-Ap: 2. Advance notice. 


Saturday—22 


American Water Works 
Association, Montana Sec- 
tion, ends 3-day annual 
meeting, Missoula, Mont. 


Sunday—23 


Southeastern Electric E-x- 

change will hold annual 

meeting, Boca Raton, Fla. 

Mar. 31-Apr. 2. Advance 
notice. 


Monday—24 


Institute of Radio Engi- 
neers begins annual conven- 


tion, New York, N. Y. 








1esday—25 


Towa ndependent Tele- 
phone sociation will hold 
annua’ convention, Des 
Moin lowa. Apr. oY. 
vance notice. 





Wednesday—26 


American Power Confer- 
ence begins twentieth annt- 
versary meeting, Chicago, 


Til. 





Thursday—27 


Oklahoma Utilities As- 
sociation begins annual con- 
Oklahoma City, 
Okla. 


vention, 





Friday—28 


American Water Works 

Association, Illinois Sec- 

tion, begins annual meeting, 
Chicago, Til. 
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Authenticated News 


The Dam Which Lights Itself 


A dramatic night view of Boulder dam—looking up Black Canyon 
towards Lake Mead, 
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Ohio Bell’s Community 
Living Program 


Ohio Bell’s Community Living Program is a long-range plan with 
the goal of educating every employee to the needs and benefits of 
substantial public relations. The employee is essential to this plan; 
but it has also stimulated many management people to examine! 


their own attitudes toward the company, as they may appear to 
their neighbors and friends. 


By JOHN J. JOSEPH* 
VICE PRESIDENT, OHIO BELL TELEPHONE COMPANY 


"4 HY in the world can’t we tell the 
public to go jump in the lake if 
they don’t like us?” asked a red- 

faced engineer recently. “I can’t see why 

we have to go around begging pardon for 
being big and apologizing for being auto- 
mated. We do a good job cheaply. What 
else is important ?” 

The engineer’s prescription—indigna- 
tion with a tincture of pride—is to be pre- 


*For additional personal note, see “Pages with 
the Editors.” 


ferred to an attitude of employee indif- 
ference, but the prescription merely points 
up a public relations problem which has 
been facing the communications industry 
for some time. 

Bigness and inscrutable anonymity 
seem to be the curse of the growing tele- 
phone business. As automation improves 
service, loss of direct personal contact 
with the customer results. The undesirable 
secondary effect of automation has stimu- 
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lated the industry to find a workable pro- 
gram through which the blight of imper- 
sonality might gradually be removed. The 
Ohio Bell Telephone Company feels that 
it may have developed such a program. 


erential Living projects and cus- 
tomer relations programs are com- 
mon areas of activity in American indus- 
try today. In the telephone industry, Com- 
munity Living means several things. It 
means, primarily, efficient, friendly tele- 
phone service that includes the “over- 
tones” and special considerations not fully 
required by routine. It means the par- 
ticipation of both company and employee 
in worth-while community activities and 
the identification of community problems 
and company problems. It means the de- 
velopment of an intelligent sensitivity to 
community attitudes. It means a fore- 
sighted re-evaluation of policy with the 
community firmly in mind. It means the 
development and recognition of initiative 
among local telephone people who plan 
and build better community relations at 
the grass-roots level. It means informing 
the community of company plans, needs, 
work, and intentions. With these consid- 
erations in mind, the problem, of course, 
is to design a program which will be at 
once simple and efficacious. 


bi ese most recent impulse behind the 

development of Ohio Bell’s attempt 
to solve the problem came from ex-presi- 
dent John A. Greene in a series of talks to 
supervisory people beginning in January, 
1956. 

Mr. Greene outlined the problems 
of automation and the increased im- 
portance of utilizing every personal con- 
tact made by a company employee. 
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“We can all of us try in every contact 
we have with the customer,” said Mr. 
Greene, “not only to do a good job but to 
do whatever occurs to us individually to 
put in a little polish on that job; to make 
it not only good but noticeable to that cus- 
tomer, remembering that it’s those extra 
things that he remembers either favorably 
or unfavorably. You might call it over- 
tones . . . It is this personal contact and 
the personal contribution that we can 
make, and everybody will make it differ- 
ently. It isn’t anything written down any- 
where; it is truly the spirit of service 
expressed by any telephone individual. In 
other words, an important part of it is 
that we must so far as possible be a part 
of every community where we operate.” 


igre attitude surveys throughout 
the Bell system showed consistently 
that customers who knew and talked with 
telephone people had a higher opinion of 
their local organizations than did those 
who were without this contact. Further- 
more, the surveys revealed that the “no 
opinion” group (those persons with atti- 
tudes not necessarily negative but nescient 
or indifferent to one or more aspects of 
Ohio Bell) was steadily growing in pro- 
portion to the rate that personal contact 
between the public and the company was 
lost. 

The value of personal contact as a pub- 
lic relations medium was clearly illustrated 
by a recent survey made in Cleveland. One 
thousand respondents answered the fol- 
lowing question: “Where would you say 
you have gotten most of your informa- 
tion about the telephone company?” The 
survey revealed that 37 per cent of the 
respondents received their information 
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Friendliness and Big Business 


4 oo and inscrutable anonymity seem to be the curse of the grow- 

ing telephone business. As automation improves service, loss of 
direct personal contact with the customer results. The undesirable sec- 
ondary effect of automation has stimulated the industry to find a workable 
program through which the blight of impersonality might gradually be re- 
moved. The Ohio Bell Telephone Company feels that it may have devel- 
oped such a program. Community Living projects and customer relations 
programs are common areas of activity in American industry today. In the 
telephone industry, Community Living means several things. It means, 
primarily, efficient, friendly telephone service that includes the ‘overtones’ 

and special considerations not fully required by routine.” 
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from contacts with the company: service, 
observation, dealings, visitations, and 
business contacts of various kinds. An ad- 
ditional 35 per cent of the respondents 
said they got their information from 
friends, relatives, neighbors, or family 
members who worked for the company. 
Obviously, therefore, personal contact 
of any kind between the public and tele- 
phone people is greatly to be desired. The 
increase of mechanization in the telephone 
industry, however, has reduced that con- 


tact alarmingly. Bell system figures reveal 
that in 1946 there was an average of 1,207 
personal and over-the-phone contacts per 
customer with telephone company em- 
ployees; in 1956 the number dropped to 
485. The forecast for 1965 is 204. The 
ideal aim of any strategy in Ohio Bell’s 
program was clear: restore personal con- 
tact. 


B* December, 1956, Ohio Bell’s Com- 
munity Living Program, geared to 
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rejuvenate the personal element, had be- 
come a major employee information 
project. 

By March, 1957, the training of 
seventy-eight group leaders was com- 
pleted, and the project was officially 
launched. Since that time the program has 
received complete acceptance by all the 
operating departments and has registered 
an enthusiastic response among pilot-test 
participants. A staff supervisor, upon com- 
pleting his first presentation of the pro- 
gram, wrote: 


I have presented several flip charts 
previous to this one, but have never 
experienced a group applauding at the 
completion. At the end of one of the 
meetings, the group stood and ap- 
plauded for almost one-half minute. I 
am certain this was not because of how 
the material was presented. Instead, it 
appeared to have been an immediate 
and spontaneous response to having 
listened to something so pleasantly in- 
formative that it had this immediate 
and favorable impact. 


The program, directed to the manage- 
ment group, represents the general in- 
tegration and refinement of many em- 
bryonic customer relations projects de- 
vised by district and local organizations. 
The master program gives focus, direc- 
tion, and official recognition to the unma- 
tured projects begun at the local level. The 
principal aim of the program, as has been 
said, is to replace lost personal contact 
in so far as this is possible; auxiliary aims 
are to personalize mechanization and re- 
move the stigma of bigness. 


HE administration of Ohio Bell’s 
program is remarkably simple: A 
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group leader, a humorously illustrative 
flip chart, a pad of paper, a blackboard, 
and a handful of pamphlets are the ma- 
terials. Thirteen management people, the 
average class size, are the audience. The 
time allotted: three hours. The immediate 
end of the meeting is to convince the em- 
ployee that the company’s very right to 
exist is inextricably involved with the pub- 
lic’s good opinion and acquiescence in that 
existence. The participant is made to 
understand that public sentiment and good 
will control the climate necessary for the 
fulfillment of the company’s destiny, and 
that he, the employee, in a very real way 
may influence the public’s attitude. In- 
variably, the desired end is accomplished. 

The meetings, purposely interdepart- 
mental, are guided by a flip chart which 
explains graphically the nature and de- 
sirability of good public relations, the 
curious identity in the public mind of the 
telephone company and the employee, the 
mutual benefits of good customer rela- 
tions, the responsibility of the employee 
for building better public relations through 
civic enterprise and articulate community 
living, and concrete examples of how the 
employee may be effective in this cam- 


paign. 


) peenees the exposition of the flip chart 
materials, the leader elicits indi- 
vidual responses, illustrative experiences, 
and group discussion. The burden of dis- 
covery is placed on the participants when- 
ever possible. The leader, for instance, 
may divide his group into sections in order 
to stimulate competition in the solution of 
basic problems, He may ask, “How will 
good public relations benefit us? How will 
they benefit the company ?” The informal- 
ity of the meetings permits easy address 
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and frequently results in animated discus- 
sion and sometimes argument over phrase- 
ology as well as concept. Repeated affirma- 
tion is a pedagogical device used to great 
effect, but never to the point where repe- 
tition becomes wearisome. Employees are 
encouraged to criticize the program, at- 
tack its concepts, and insist on a complete 
clarification of its methods and objectives. 
In a recent meeting the ideal of the “talk- 
ing employee” was questioned : 

“Won’t we run into the danger of be- 
coming insufferable bores by propagandiz- 
ing our friends?” complained a traffic de- 
partment superintendent. 

“You're not expected to adopt a soap- 
box attitude,” replied the group leader. 
“However, it’s part of your job as a 
member of management to be a sincere 
and honest representative of the company 
at all times.” 


“I should.think a common sense atti- 
tude would do the trick,” offered a plant 
foreman. “People look to us for informa- 
tion about the company, and it’s up to us 
to give it in a straightforward, helpful 
manner.” 


“Right,” said the group leader, “but 
don’t forget to avoid flippancies, jokes, or 
evasions. Satisfy your neighbor’s curiosity 
in a constructive, thoughtful way. Be 
guided both by the situation and good 
taste.” 


Or BELL’s Community Living plan is 

admittedly long-range with the ulti- 
mate goal of educating every employee to 
the needs and benefits of a substantial pub- 
lic relations program to which the em- 
ployee is essential. The plan already has 
stimulated management people to examine 
their personal attitudes toward the com- 


pany as they may appear to their neighbors 
and friends. The employee’s awareness of 
his importance to the company merely as 
an active, articulate member of his com- 
munity has been a fortunate stroke of 
public relations genius; it has effectively 
spanned the twin streams of customer and 
employee relations. The program has ef- 
fectively increased the employee’s sense of 
importance and heightened his job satis- 
faction. What was initially an incidental 
product of the program has become a mat- 
ter of major importance. 

The project has resulted, therefore, in 
an accomplishment of distinct value apart 
from the desired elevation of public at- 
titude targeted by the program. If noth- 
ing more is achieved, the program has 
been measurably productive. 


: i ‘HE genuineness of employee par- 


ticipation and interest in the Com- 
munity Living Program and its designs is 
attested to by every group leader, many 
of whom are repeatedly astonished by the 
enthusiastic reception accorded to the 
three-hour sessions. Many, if not most of 
the participants, were quite unaware of the 
public’s sensitivity to private opinion about 
the telephone company. They were much 
impressed by statistics: by the fact, for 
instance, that the “no opinion” group in 
Ohio has steadily increased over the years. 
The increase, however, is not merely 
proportional ; there is a real growth in the 
“no opinion” group. In 1949, it constituted 
32 per cent of Ohio Bell customers. Today 
it constitutes 38 per cent of Ohio Bell cus- 
tomers. Community attitude surveys point 
out that each employee has in his day-by- 
day acquaintance an average of fifty peo- 
ple: neighbors, tradespeople, professional 
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men, friends, etc. If each employee could 
successfully influence but one of these peo- 
ple, a significant forward stride would be 
made. It makes sense to the employee. 

Everything in the program is spelled 
out with the utmost clarity: exactly what 
help is wanted; why it is wanted; how it 
is to be given; what the company expects 
to do, etc. The employee is asked to pro- 
mote the various motion pictures, lectures, 
and demonstrations which Ohio Bell of- 
fers the public. He is encouraged to learn 
more about his company so that he may 
become an informatively helpful talking 
employee. He receives specific examples of 
just how he can meet situations and 
answer questions. His help is actively and 
persuasively sought for its great func- 
tional value in Ohio Bell’s overall public 
relations program. 


HE Community Living Program does 
not intend control over the public re- 
lations activities of the local offices. The 


program is designed rather to effect inter- 
departmental co-operation and maximum 
co-ordination of effort between general 
headquarters and local offices in the field 
of community relations. Great freedom is 
given the local office that it may solve its 
own perplexities, develop initiative, and 
stimulate an imaginative outlook on the 
peculiar problems and needs of the local 
community. It is not the aim of the pro- 
gram to unify objectives at the expense of 
the individual approach. 


, bw Community Living project at 
Ohio Bell has brought to the manage- 
ment employee a feeling of importance and 
a genuine awareness of one of the basic 
concerns of a public utility. Ohio Bell feels 
that this accomplishment is both meaning- 
ful and productive. For that reason it is 
investing almost 15,000 hours of manage- 
ment time in the program and hopes to 
introduce a shortened version to its non- 
management force within the next year. 





Of Mouse Traps and Earnings 


¢ gf be old formula for business success was simple. Build a 
better mouse trap, it advised, and the world will beat a 


i.e... 


a. sc i) | 


path to your door. That basic truth has not changed. But how do 
you go about making a better mouse trap—or a better automobile— 
or providing better telephone service? Many things go into the 
making of a better product, It may be better personnel, better re- 
search, or the possession of a better patent. And, too, it may be 
better EARNINGS, 

“Good earnings mean that everything a company does can be 
done in a way that, in the long run, produces better service at less 
cost. Management does not have to put the brakes on progress in 
order to make ends meet in any business year. The result is that 
management can make the choice that gives better service in the 
end, or reduces the final cost, or a combination of both. As far as 
the customer is concerned, better earnings enable the telephone com- 
pany to give him better service at lower cost. So the wheel turns. 

“You build a better mouse trap and the world beats a path to your 
door. Your earnings are better. Because your earnings are better, 
you can build an even better mouse trap.” 

—Excerpt from “Telephone News,” published by 
Bell Telephone Company of Pennsylvania. 
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A Lesson in Limiting Governmental 


Intervention 


“He that would seriously set upon the search of truth, ought in the 
first place to prepare his mind with a love of it.... How aman may 
know whether he be so in earnest, is worth inquiry; and I think 
there is one unerring mark of it; viz., the not entertaining any 
proposition with greater assurance, than the proofs it is built upon 
will warrant. Whoever goes beyond this measure of assent, it ts 
plain, receives not truth in the love of it; loves not truth for 
truthsake, but for some other by-end.” 


—Joun Locke, The Dangers of Enthusiasm. 


By JOHN D. GARWOOD* 


T is probable that the ramifications of 
the British general election in 1945 
have been more disturbing to political 

complacency than any comparable event 
in our generation. It came as the rudest 
kind of a shock that England, cradle and 
citadel of Capitalism, should turn from the 
path charted by Adam Smith to the less 
charted and uncertain vistas of Socialism. 
One may well ask himself the question— 
if the green wood burns, what about the 
dry? 

History turns no sharp corners. What 

happened in England has illuminated the 


*Professor of economics, Fort Hays Kansas 
State College, Hays, Kansas. For additional per- 
sonal note, see “Pages with the Editors.” 
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whole landscape. This 1945 victory gave 
the Labor party 393 out of 640 seats in 
the House of Commons. But, did the 
minority members fight a Thermopylae? 
They did not. Until the steel industry was 
brought before the bar the principle of 
nationalization was hardly challenged. It 
is here that we find the butterfly inside the 
chrysalis. 

There is a lesson to be learned from 
the British nationalization and subsequent 
denationalization of the steel industry. 
This lesson, if we learn it, is a pearl of 
great price. It is as valid, as certain, as ap- 
plicable in the U. S. today as a proposition 
from Euclid. 

Truths are not particular to countries; 
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they cross national boundary lines and re- 
main a disturbing yeast in the leaven of 
the society in which they find themselves. 


i ie find this truth we need to review 
the British experience in the steel in- 
dustry. This is the sine qua non of in- 
terpreting the brocaded prose which has 
been a British export since 1945. 

The arrival of Socialism in England 
was sudden but not without warning. As 
bubbling water reaches a boiling point is 
predictable, so was this turn of events in 
England. 

Great Britain is a highly industrialized 
country, drawing heavily on the rest of 
the world for industrial raw materials and 
foodstuffs. Except for coal, she is poor in 
industrial ingredients. Thus, she imports 
all of her petroleum, cotton, tobacco, non- 
ferrous metals; nine-tenths of her wool, 
80 per cent of her timber, half of her iron 
ore, over 50 per cent of her food. 

In 1938 aggregate figures for imports 
totaled £851 million. Exports totaled 
£533 million, income resulting from for- 
eign investment £175 million, shipping and 
other services £73 million. This meant a 
deficit of £70 million. 

In 1946, partly due to higher prices, 
imports aggregated £1,092 million. Ex- 
ports resulting from shipping, investments 
abroad, goods exports, totaled £888 mil- 
lion. British government expenditures 
abroad amounted to £290 million, hence 
an adverse balance of trade of £380 
million.” 


iw the years 1946 and 1947 nationaliza- 
tion edicts were carried out with the 


1 The White Paper, United Kingdom Balance of 
Payments, 1946 and 1947, His Majesty’s Stationary 
Office, London; Cmd. 7324. 
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Bank of England, the coal industry, civil 
aviation, telecommunications, gas and 
electricity, inland transport, and finally in 
1950-51 in iron and steel. 

Of all of the industries nationalized 
steel remained the enfant terrible for the 
Labor party. Steel’s representatives were 
seemingly immune to the nice explanations 
of reasonability of government’s direc- 
tives. 

In steel and elsewhere there had been 
a record of intervention by the govern- 
ment and a long line of accusations that 
the industry was slothful, backward, and 
monopolistic. Unlike other industries, 
however, there was no general acquies- 
cence that nationalization was the only 
workable solution.? 

By the year 1870 Great Britain pro- 
duced nearly half of the world’s iron and 
steel but with the industrialization of the 
U. S. and Germany, and tariff barriers, 
this role of the leader in steel was sharp- 
ly curtailed. By 1913 the figure was ap- 
proximately 10 per cent of the world out- 
put. 


FTER World War I economic distress 
in the industry was attributed by 
some observers to overcapacity, cosseting 
of inefficiency, obsolescence of plant and 
equipment, and antiquity of organization. 
In 1932 tariff protection was provided the 
industry on the promise that it modernize, 
and in 1932 the British Iron and Steel 
Federation with governmental sanction 
was organized. Its function was to co- 
ordinate the trade associations of the in- 
dustry. 
Output was high during World War II, 


2 Competitive Economic Systems, by George P. 
Adams, Thomas Y. Crowell Company, New York, 
1955, p. 398. 
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reaching 13 million tons in 1943 and 12 
million in 1944 and 1945, an achievement 
made possible because of deferred main- 
tenance and replacement. 

The Labor party’s 1945 campaign plat- 
form contained the following statement : 


The Labor party submits to the 
nation the following industrial pro- 


gram: 
1. Public ownership of the fuel and 
power industry. 
2. Public ownership of inland trans- 


port. 
3. Public ownership of iron and steel.* 


The party took office believing it had a 
mandate in this area. 


Nationalization and Iron and Steel 


f igo Labor government on November 
19, 1945, invited the iron and steel 
industry to submit a report on the im- 
provements required to put the industry on 
an efficient operating basis.* The report 
was duly prepared and presented by the 
British Iron and Steel Federation. 

The report estimated that from 1950- 
55 domestic use of steel would approxi- 


‘ceed Debates, Vol. 423, No. 147, p. 
4 [bid., Vol. 421, No. 126, p. 2,697. 


q 
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mate 13 million tons annually, export de- 
mand would hit 3 million tons. 

Thus, a 7-year expansion program was 
outlined calculated to bring production up 
to 16 million tons annually. The report 
specified locations and specifications for 
new blast furnaces of 4.75 million ton 
capacity and new steel ingot capacity of 
6 million tons annually. In turn, scrapping 
was proposed for 3 million tons of obso- 
lete blast furnaces and 4 million tons of 
obsolete ingot productive facilities. One 
hundred sixty-eight million pounds of 
capital investment was estimated to be 
necessary. 

The report carried steel industry lead- 
ers’ considered opinion that there was no 
need for radical change in industry own- 
ership or control. It also noted that restric- 
tive practices with which the industry had 
often been charged were not being fol- 
lowed.° In a word the industry leaders did 
not put themselves in a position of em- 
broidering the thesis that nationalization 
was necessary or to be desired. 

r spite of this, on May 27, 1946, the 

Ministry of Supply in the House of 
Commons offered a motion which carried 
that, “This House approves a decision of 


5 The New York Times, May 8, 1946. 


“THERE is a lesson to be learned from the British nationaliza- 
tion and subsequent denationalization of the steel industry. This 
lesson, if we learn it, is a pearl of great price. It ts as valid, as 


certain, as applicable in the U. S. today as a proposition from 
Euclid. Truths are not particular to countries; they cross na- 
tional boundary lines and remain a disturbing yeast tn the leaven 
of the society in which they find themselves. To find this truth 
we need to review the British experience in the steel industry. 
This ts the SINE QUA NON of interpreting the brocaded prose 
which has been a British export since 1945.” 
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His Majesty’s government to bring for- 
ward proposals for transferring to the 
ownership of the nation appropriate sec- 
tions of the iron and steel industry with 
a view to its efficient organization in the 
public interest. The issue is not between 
competitive private enterprise and public 
enterprise. The steel industry abandoned 
methods of competition twelve years ago. 
It exhibits neither the characteristic vir- 
tues nor the defects of competitive enter- 
prise.’”® 

A control board was set up to include 
representatives of management and work- 
ers to see that the steel industry operated 
efficiently and carried on expansion and 
modernization policies prior to nationali- 
zation. 

British steel representatives were less 
than completely co-operative. They locked 
fingers in their opposition to the program. 
It was reported that as a condition of join- 
ing the board the industry asked for a 
promise that its board representatives 
would be under no obligation, collectively 
or individually, to advise on nationaliza- 
tion. Before agreeing to this the govern- 
ment is said to have asked that industry 
representatives give the government the 
benefit of their technical and industrial 
advice in their individual capacities.” 


ie meennaaienee in steel did not pro- 
ceed at the pace possible in other in- 
dustries. This despite the 1945 Labor plat- 
form to get the job done. The why of this 
story is of interest to those who oppose 
increased governmental activity in the 
field of power development and other 


er Debates, Vol. 423, No. 147, p. 


™C omparative Economic Systems, by William N. 
Loucks, Harper & Brothers Publishers, New York, 
1957, p. 350. 
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areas where public and private questions 
develop. 

The Iron and Steel Act, passed Novem- 
ber 24, 1949, created a holding corpora- 
tion—The Iron and Steel Corporation of 
Great Britain—which was to acquire the 
securities of all companies having an 
average production in 1946 and 1947 of 
more than 50,000 tons of iron ore, 20,000 
tons of pig iron, 20,000 tons of ingot steel, 
or 20,000 tons of rolled steel. This 
amounted to 93-99 per cent of total pro- 
duction in these four areas. Vesting date 
was to be January 1, 1951, or within one 
year thereafter. 

The corporation was empowered to 
hold the properties nationalized, exercise 
ownership rights thereover, acquire cer- 
tain other properties, form new com- 
panies, conduct research, provide services 
for companies held, and borrow and lend 
funds, for the purpose of promoting the 
efficient and economical supply of iron ore, 
pig iron, steel ingots, and hot rolled steel, 
and assuring that these products are avail- 
able in such quantities, and are of such 
types, qualities, and sizes, and are available 
at such prices, as may seem to the cor- 
poration best calculated to satisfy the rea- 
sonable demands of the persons who use 
those products for manufacturing pur- 


poses.® 


bBo on February 15, 1951 (vesting 

date), the corporation acquired se- 
curities in 90 iron and steel companies 
and 150 subsidiaries employing 300,000 
persons. The 250,000 owners were given 
34 per cent stock redeemable in 1978-81. 
Value was as of value quoted for steel 
stock on the London Stock Exchange on 


8 Ibid., p. 350. 
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Capitalism Gets a Bad Name 


+ the twentieth century Capitalism in Great Britain has been cast in 
the role of an economic pariah. It has been the CAUSE CELEBRE of 
discussion by the behemoths and the pygmies of economics. Its peccadilloes 
have been scrutinized on blackboards from Maine to California. It would 
seem that the economic diagnostician in search of the truth must recognize 
the cat among the pigeons in the British attempt to nationalize their steel 
industry. It has overtones for those in the U. S. who resist governmental 
encroachment in various fields of endeavor. This ts the lesson if we but 
recognize tt as such.” 





a 





either of two sets of dates. In some cases 
an agreed-upon value was used. 

The companies were left intact as in- 
dividual corporations with their own cor- 
porate names and internal organization, 
same board of directors and executives. 
In addition, the same products were pro- 
duced for the same customers. 

The Iron and Steel Corporation in turn 
dealt with the long-run capital expansion 
programs, securing capital funds, pricing 
policy, procurement of raw materials, 
some research. 


Yet these activities had been the prov- 
ince of the British Iron and Steel Federa- 
tion which represented all companies 
nationalized. The corporation and the fed- 
eration cut across each other and dupli- 
cated one another’s efforts. 


—_ Conservative government took of- 
fice in October, 1951. In its election 
manifesto it pledged a repeal of the Iron 
and Steel Act—denationalization. 

In May, 1953, the Iron and Steel Cor- 
poration of Great Britain was ordered to 
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transfer all its iron and steel company 
securities to a newly created body—lIron 
and Steel Holding and Realization Agency 
—for the purpose of selling these securi- 
ties back to the public. Thus, 90 iron and 
steel companies, nationalized at a cost of 
over £700 million (the third largest steel 
industry in the world), were to be returned 
to private enterprise. 

The London Economist called the de- 
nationalization “an epic of untried tech- 
niques in the markets, of the mobilization 
of vast investment potentials, and of suc- 
cesses snatched from the jaws of defeat.’”® 


Conclusion 


N architect can cover his mistakes with 
ivy, a doctor with sod, a new bride 
with mayonnaise. The Socialists cover 
theirs with red tape and freshly ground 
government directives. It is not unlikely 


that much of the literature about the 
“British Experience” has been produced 
with an abandon that comes of immunity 
to the facts. 

It reminds one of Mark Twain who, 
having listened to the widely varying es- 
timates of the length of the Mississippi 
river, marveled at “The fascination of a 
science where one gets such wholesale re- 
turns of conjecture out of a trifling invest- 
ment of fact.” 

In applied economics it is hard for the 
layman, as well as the trained economist, 
to separate the fact from fantasy and the 
forest from the trees. 

In the twentieth century Capitalism in 
Great Britain has been cast in the role of 
an economic pariah. It has been the cause 
célebre of discussion by the behemoths and 
the pygmies of economics. Its peccadilloes 


8 Jbid., p. 353. 
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have been scrutinized on blackboards from 
Maine to California. 

It would seem that the economic diag- 
nostician in search of the truth must 
recognize the cat among the pigeons in the 
British attempt to nationalize their steel 
industry. It has overtones for those in the 
U. S. who resist governmental encroach- 
ment in various fields of endeavor. This 
is the lesson if we but recognize it as such. 


As noted above, vesting date was Febru- 
ary, 1951, when all corporate securities 
were to be placed in the government cor- 
poration. In May, 1953, the bill was passed 
for the denationalization of the iron and 
steel industry. Thus, nationalization lasted 
approximately two years, three months. 


iy seems clear that the excellent produc- 
tion record in the iron and steel 
industry was of considerable weight in 
strengthening the hand of those who re- 
sisted nationalization. In terms of steel 
output per person, Great Britain ranked 
third behind the U. S. and West Germany. 
Given the British industrial base, it ap- 
peared that the industry was achieving 
optimum production. 

In terms of technical efficiency, the 
British steel industry was operating at a 
high level. The war had made for delay 
of replacement and maintenance and had 
created some bomb damage, but the blame 
for this could not be placed at the door of 
private entrepreneurs. 

The industry was having no serious 
labor troubles such as found in the field 
of coal. There were no labor problems here 
that were not being resolved by manage- 
ment and labor representatives. 

Probably the most important reason 
that nationalization of the steel and iron 
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industry was delayed and then retained 


The Economist opposed the nationali- 


™ for but a short period of time, is found zation and noted American dislike for 
, in the resistance of those in the industry the nationalization of steel and cau- 
~ to nationalization. Without this active, ag- tioned the government to proceed with 
a gressive type of resistance, it seems extreme care lest the Marshall Plan be 
_— likely that the industry would have been jeopardized.” 
steel nationalized sooner and this change would Thus, nationalization of steel, without 
“re have been permanent. opposition of the élan vital of those in 
=. The holding action of steel representa- steel, would have gone as it did in the other 


tives, their united front to nationalization, 


target areas. 


such. 
ebru- 
rities 

cor- 
ussed 


their stern resistance, preserved the indus- 
try for private enterprise. Through their 
efforts there never was a general con- 
sensus that the industry was “ripe and 
overripe for public ownership and man- 


HIs is the British lesson which we in 
the U. S. should learn well. This is the 
truth which has been precipitated from the 
distillation process of the last decade. As 


and agement in the direct service of the Justice Holmes put it, “You needn't fear 

isted nation.” The industry’s opposition was in to handle the truth roughly, she is no in- 
> ” 

hs. the nature of a cold douche to the heat of valid. 


the nationalization program. 10 Tbid., p. 400. 





Competing with Ourselves 


66 AN industrial commission in Tennessee has been distributing 

an attractive little brochure entitled ‘14 Reasons Why 
Manufacturers Can Profit More in Tennessee. Heavy stress 1s 
laid on ‘low-cost’ electric power from the Tennessee Valley Au- 
thority. Generally, the brochure says, TVA power rates are 30 to 
45 per cent below the national level. It cites an example of a small 
northern manufacturing plant with a $16,128 annual power bill 
that could be reduced to about $8,000 in Tennessee. 

“This caused the Anderson, Indiana, HERALD to run a long and 
significant editorial. The paper said: ‘What the brochure failed to 
point out, of course, is that the remaining $8,000 in the northern 
manufacturer's power bill would be paid by the nation’s taxpayers— 
including the northern manufacturer, . . . 

“<The truth of the matter is that without the tax immunity that 
is a@ part of TV A’s existence, tt would be TVA itself that would 
have trouble competing because private enterprise has succeeded in 
producing electric power as cheaply if not more cheaply.’ The 
HERALD concludes by pointing out that so long as TVA enjoys this 
tax-free status, the people of its community and all other Americans 
‘.. . will find themselves competing with themselves in the battle for 
new industry.’ 

“If it is proper for a government agency to offer tax-free and 
tax-subsidized power, why shouldn’t it offer tax-free and tax-subsi- 
dized factories, transportation, raw materials, and everything else? 
What, in all logic, would be the difference?” 

—Excerpt from Industrial News Review. 
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Desalting Could Be Just 
Around a Corner 


Ocean brine and inland brackish waters may be fresh- 
ened on a large scale in ten to fifteen years, say Interior 
Department engineers. And a “breakthrough” might 


come sooner. Industry will be the first customer, so 

utility and industrial engineers are advised to watch 

progress. A little government money has developed sur- 
prising results among private investigators. 


By JAMES H. COLLINS* 


IVE years ago, out of his billions ap- 
propriated for atomic, military, and 
other research, Uncle Sam earmarked 

a tiny sum for the investigation of a some- 
what Buck Rogerish field—the desalting 
of ocean brine, and brackish inland waters, 
of which there are vast supplies, not as 
heavily mineralized as sea water. It is the 
desalting of sea water that appeals to the 
popular imagination, but engineers knew 
that brackish waters, freshened, could 
magically increase supplies for communi- 
ties, and agricultural purposes, and par- 
* Professional writer, resident in Washington, 


D. C. For additional note, see “Pages ‘with the 
Editors.” 
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ticularly for industries, with their diversi- 
fied requirements. 

The appropriation was only $125,000, 
and it was made with stipulations not very 
common in federal research—that it was 
to be used, not for primary research itself, 
but to ascertain what private industry, and 
individual scientists and institutions were 
doing in this desalting problem. Ideas and 
suggestions were most wanted at that 
stage. For projects that showed promise 
of practical results, in future, a little gov- 
ernment financial aid might be granted. 

That we are running out of water has 
been shown in the rapid war and postwar 
expansion of our industries, and our 
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population, with its startling shifts from 
East to West, and from the cities to the 
outskirts and the towns. 

We seem to be running out of other 
essentials, using up our high-grade ores, 
oil and natural gas, some industrial ma- 
terials, our fresh air over cities, running 
out of money for financing industrial ex- 
pansion, and community growth, running 
out of highways, and out of parking space 
—witness the interest in cosmic travel. 

The requirements for factory water 
alone are now estimated at around 30 bil- 
lion gallons yearly, to be doubled within 
a few years. Only 10 per cent of indus- 
trial water comes from public supplies. In- 
dustry itself finds the rest, and of such 
quality that it has to be treated for process 
and other uses. 


| Peon this threatening water picture 

has come to public attention, through 
actual shortages, and big projects for 
Lringing new supplies to large cities. The 
Jublic has read about it, heard it discussed 
in television panels, and as usual has come 
up with a simple solution. 

There is plenty of water in the ocean. 

Just take the salt out of it, and there 
you are! 

Congress got to thinking about it 
several years ago, and wondered if any- 
body was doing anything about it. For 
instance—private enterprise. Similar 
problems recognized as needing future 
attention, such as solar energy, and high 
temperatures, had been explored by call- 
ing conventions of scientists and indus- 
trialists, with astonishing attendance— 
hundreds of specialists turning up to dis- 
cuss them, and report research progress. 

So, the lawmakers made a little appro- 
priation for exploration purposes, and 


turned it over to the Department of the 
Interior. Later on, the project was liberal- 
ized a bit, by authorizing some research 
in government laboratories, but all along 
the work has been on a restricted basis, 
and to date only a couple of million dol- 
lars have been appropriated all told. 

But the results have been surprising. 
Out of the hundreds of ideas and sug- 
gestions received and screened, some have 
been found so promising that pilot plants 
have been financed, and are ready for 
field testing at oceanside, while contracts 
have been made for some dozens of re- 
searches that will advance desalting, and 
clean up “bugs” in good projects. 


NTERIOR’S engineers are conservative. 
The general expectation in the public 
mind seems to be that, some fine morning, 
an epoch-making discovery will be an- 
nounced, and immediately desalted ocean 
water will be flowing out of the kitchen 
tap everywhere. But the thing is exceed- 
ingly complicated, predictions are dan- 
gerous, and Interior’s engineers are adept 
at keeping their necks well inside. 

But they do say that ultimate success 
can be counted upon, that within ten or 
twenty years desalting can be done on a 
mass scale, and that there is even a possi- 
bility that a “breakthrough” may come 
sooner, and bring down costs for millions 
of gallons daily. 

More important, they say that the time 
has already come for engineers concerned 
with water problems to keep posted on 
progress, and to revise their ideas about 
water, whether industrial or for commu- 
nities and agriculture. Present accepted 
cost figures on water have got out of line 
with reality. The true value of water, 
says David S. Jenkins, chief of Interior’s 


MARCH 13, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


Office of Saline Water, is not what we 
have been accustomed to paying for it, 
but the cost of its replacement. The “‘nor- 
mal” value of water in future is likely to 
be higher than at present, or in the past. 
The department’s investigations have 
shown that industrial water problems are 
diverse, and complicated—one of the 
immediate needs is a national survey of 
the needs and the supplies. And another 
important angle is the necessity for mak- 
ing the most of the fresh water we have, 
cutting down wasteful uses, developing 
reuses, and stopping the contamination of 
present supplies. 


_ first step taken with Uncle Sam’s 
money was the preparation of a bro- 
chure, “Demineralization of Saline Wa- 
ters,” that gathered all the information 
obtainable on the field. 

This is an idea that goes far back. 
Some of the present-day research is along 
lines for which patents were taken out a 
hundred years ago, and the Greeks were 
interested in it, for German scholars have 
found that old Aristotle himself wrote 
about a closed vessel that, let down in the 
sea, would permit fresh water to pass in- 
side, and keep the salt out. That was pre- 
sumably a porous earthenware contrap- 


q 


e 


tion, and simple enough. Whether it was 
ever tried is not reported, but it is not 
silly, after 2,300 years. Aristotle was one 
of those scientists, like Leonardo da Vin- 
ci, whose conceptions were sound, but far 
outran the technology of their times. To- 
day, Aristotle would find the idea of his 
porous vessel being researched with 
Uncle Sam’s money, in the form of de- 
salting membranes. 

Besides reviewing more than thirty 
different known processes, physical, os- 
motic, chemical, and electrical, the bro- 
chure described various forms of energy 
of possible value in desalting, and gave a 
bibliography of published material run- 
ning back nearly forty years. It was dis- 
tributed to thousands of scientists, insti- 
tutions, and others likely to be interested, 
in this country and abroad. The purpose 
was to stimulate thought and invention, 
and bring out suggestions and ideas, find- 
ing projects with sufficient promise to 
warrant federal financial aid. 

In the intervening years, more than 600 
proposals have been received and screened, 
development contracts have been entered 
into with about fifty firms, investigators, 
and inventors, and a number of completed 
researches have been reported upon. Four 
programs have been instituted in Europe, 


“Five years ago, out of his billions appropriated for atomic, 
military, and other research, Uncle Sam earmarked a tiny sum 
for the investigation of a somewhat Buck Rogerish field—the 


desalting of ocean brine, and brackish inland waters, of which 
there are vast supplies, not as heavily mineralized as sea water. 
It is the desalting of sea water that appeals to the popular 
imagination, but engineers knew that brackish waters, fresh- 
ened, could magically increase supplies for communities, and 
agricultural purposes, and particularly for industries, with their 


diversified requirements.” 


MARCH 13, 1958 


376 





DESALTING COULD BE JUST AROUND A CORNER 


each participated in by a number of na- 
tions, and individual research is under 
way in countries from Sweden to Aus- 
tralia. The Office of Saline Water is a 
clearinghouse for the results of these in- 
ternational activities. 


S* general fields of research were found 
to have possibilities that warranted 
support of private investigators and lab- 
oratories, including those of institutions. 
These are: (1) various forms of thermal 
distillation; (2) solar distillation; (3) 
osmosis; (4) electrodialysis; (5) freez- 
ing; (6) various chemical and other 
methods. Each field has its attractions 
and its difficulties, such as the problem of 
scale formation in thermal distillation, 
the large areas of land required by solar 
processes, with the variability of sunshine 
itself, the shortcomings of membranes, up 
to the present, for osmotic and electrodi- 
alysis processes, and so on. But in each of 
these general fields private investigators 
have been found at work, and with re- 
sults that have justified financial backing 
for the building of apparatus, and assign- 
ments to research problems. 

In all fields, demineralization boils 
down to costs, which are too high for all 
processes at their present stages. Roughly, 
the costs range from $2 to $5 per thousand 
gallons, which is too high for all except 
exceptional conditions in arid countries. 
Cost boils down to the price of power, en- 
ergy, of whatever type, present or poten- 
tial. 

One simple illustration of the whole 
quest is given by Mr. Jenkins. Basically, 
a salt dissolved in water is separated into 
ions. If the salt is sodium chloride, the 
sodium ions will be positively charged, 
and the chlorine ions negative. The prob- 


lem is to pull the ions and water mole- 
cules apart, for which power is needed, 
more power than has been applied in any 
of the methods so far developed. As with 
the familiar steam boiler, most of the 
power is wasted. 


O™ of the distillation processes for 
which a 25,000-gallon-per-day pilot 
plant has been built with federal financ- 
ing, ready for oceanside tests, is the Hick- 
man rotary still, built by the Badger 
Manufacturing Company of Cambridge, 
Massachusetts, to the designs of Dr. Ken- 
neth C. Hickman, of Rochester, New 
York, formerly research director for 
Eastman Kodak. This is regarded as an 
“exciting” new idea, for by means of a 
rotary drum, comparable to a boy’s top, 
the rate of heat transfer is greatly in- 
creased by spreading brine out in a thin 
film. Distillation is done at low tempera- 
ture, 125 to 150 degrees Fahrenheit, 
which causes little scale to form, a diffi- 
culty with higher temperatures. This type 
of apparatus would probably be limited 
in size and capacity, for demineralization 
of millions of gallons daily. 

Another process of particular interest 
to utility executives, and with large vol- 
ume capacity if pilot plant tests prove the 
principle, is a multiple-effect distillation 
process, invented by W. L. Badger, of 
Ann Arbor, a former University of 
Michigan professor. A pilot plant is ready 
for oceanside runs. Long-tube vertical 
evaporators of the type used in the salt 
industry are set up in series, and sea wa- 
ter passed through them under reduced 
pressure and temperature, to overcome 
scale formation. Exhaust steam from an 
electrical generating plant could be used 
—this is regarded as an important source 
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Power Needed for Desalting Water 


¢ .” volumes of power—and cheap power—are going to be needed 

for freshening sea water on a scale to supplement our natural 
municipal, agricultural, and industrial resources. An interesting section of 
Interior's original publication dealt with possible energy sources. Immedi- 
ately, nuclear power comes to mind, but at present is too expensive to be. 
considered, although future reactors may supply waste heat for large-scale 
demineralization. Waste heat from steam and diesel plants, industrial as 
well as utility, is a possible source of inexpensive desalting power. This 
waste has never been estimated as to volume, and is believed to be large. 
Such power plants have very low efficiencies, seldom above 33 per cent, and 

there is undoubtedly room for increasing them.” 








of power for demineralization, and given million. The Interior Department has set 


the equipment, many utility companies 
would undoubtedly install it for their own 
fresh water requirements. Moreover, 
power companies might find themselves 
going into the water business, supplying 
industrial customers, at least. 

Professor Badger estimates that, if the 
scale problem can be solved, a mass pro- 
duction plant with capacity of 17 million 
gallons daily could be built for about $6 
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a cost limit of $1.50 per thousand gallons. 
Such a plant, it is estimated, could yield 
fresh water at oceanside for 40 cents— 
less if exhaust steam is used. 


oe other distillation projects 
are being studied by researchers 
working with Interior, some of them in 
university and private laboratories, others 
with equipment companies. The equip- 
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ment angle of successful demineralization 
is alluring. One “breakthrough” would 
certainly open up a field of manufactur- 
ing for different companies, effecting im- 
provements on the process, and if past 
equipment is any guide, other processes 
would be brought to the commercial stage. 

In Denver, Dr. George O. G. Lof, a 
consulting engineer, has developed a solar 
still that utilizes the ground as storage for 
solar heat, making it available when the 
sun is not shining. He estimates that such 
a still will produce one-fifth gallon of 
fresh water daily, per square foot of area, 
from brackish waters, at a cost of around 
50 cents per thousand gallons. 


oo solar still, operating with- 

out power or machinery, using only 
sunshine, has been designed by Dr. Maria 
Telkes, of New York University. Single- 
stage solar stills operate by evaporating 
salt water under glass or plastic panes, 
the vapor condensing as fresh water. The 
Telkes still is a sandwich-like arrange- 
ment of absorbing and condensing layers. 
A black wick in sheet form, soaked with 
salt water, absorbs the sun’s heat; evap- 
orated water condenses to the next layer, 
giving up heat to warm it, producing five 
Or six times as much fresh water per 
square foot of area as a single stage solar 
still. Low temperature heat from fuel can 
also be used in this still. 

Solar stills seem to have limitations, 
being adapted chiefly to lands with abun- 
dant sunshine. They require large areas 
of space to collect sufficient energy, and 
there is doubt as to whether they will be 
adapted to large volume, for community 
supplies. But in typical solar still terri- 
tories higher prices are paid for water 
than elsewhere, and these stills are of 


prime interest to equipment manufactur- 
ers, because there is a wide market wait- 
ing for small household types. From the 
equipment standpoint, small solar stills 
might be something like room air condi- 
tioners. 


i idea of filtering the salt 
out of Mediterranean brine is grow- 
ing into quite a thing, under Uncle Sam’s 
watchful eye. The Greeks knew nothing 
of electricity, and thought about filtering 
out physical particles of salt. That the 
problem was one of charged ions would 
not be discovered for a couple of thou- 
sand years. Today, the filtering is being 
done with plastic membranes, by osmotic 
processes that divide salty solutions, and 
by electrodialysis, which utilizes electric 
current. Several different principles are 
being researched, under contracts with 
scientists in this country, and by other re- 
searchers in Europe; tests are being run 
in arid regions, and the whole field is 
active. 

Present difficulties are high costs, and 
inadequate membranes, stronger ones be- 
ing needed, with longer life. Membrane 
processes are undoubtedly adapted to de- 
salting of sea water, but at the present 
stage of development are thought of most- 
ly in connection with brackish waters, 
and perhaps suitable for industrial pur- 
poses. 

Two other processes are being investi- 
gated on their promise. One is the separa- 
tion of salt from brine by freezing, and 
the other is chemical separation by dis- 
solving in brine organic chemicals that do 
not dissolve salt. 

Freezing has the present difficulty that 
some salt is trapped in the process, and 
satisfactory ways of separating it from 
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the fresh water are being sought. Freez- 
ing is considered a field likely to yield re- 
sults because, should a process be devel- 
oped, the refrigeration industry has the 
large-scale equipment and the experience 
to bring about commercial use. 

Chemicals for the solvent process must 
have very special properties. They have 
to be capable of absorbing large volumes 
of water, without losing their identity, 
and at the same time be nearly insoluble 
in water. Such a process would probably 
extract fresh water from brine, and re- 
lease it with a temperature change. 


pei volumes of power—and cheap 
power—are going to be needed for 
freshening sea water on a scale to supple- 
ment our natural municipal, agricultural, 
and industrial resources. An interesting 
section of Interior’s original publication 
dealt with possible energy sources. 

Immediately, nuclear power comes to 
mind, but at present is too expensive to be 
considered, although future reactors may 
supply waste heat for large-scale demin- 
eralization. 

Waste heat from steam and diesel 
plants, industrial as well as utility, is a 
possible source of inexpensive desalting 
power. This waste has never been esti- 
mated as to volume, and is believed to be 


q 
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large. Such power plants have very low 
efficiencies, seldom above 33 per cent, and 
there is undoubtedly room for increasing 
them. If a portion of electricity were used 
for compressors, and waste heat used for 
stage evaporation, many industrial plants 
might operate their own demineralization 
facilities. Research in this particular field 
is recommended, and also a national sur- 
vey of waste heat. 

With fuels, it is believed that cheaper 
power might be obtained by burning coal 
underground, and also by burning natural 
and other gases, including hydrogen it- 
self, under water. These fields are ear- 
marked for further scientific investiga- 
tion. 


Sus energy is coming up, and Interior 
engineers suggest that it might be used 
in three or more ways, of which evapora- 
tion is probably the simplest. Solar dis- 
tillers either use sunlight direct, or use 
focusing devices. Single stage evaporation 
has been the rule, but multiple stage evap- 
oration, reusing the energy, could bring 
down costs. Another technique could be 
the use of solar energy for refrigeration 
processes. 

Considerable research and develop- 
ment work have been done on solar 
energy space cooling, and low-tempera- 


“THE research projects actually approved by Interior are 
dozens out of hundreds of ideas submitted. Contracts for re- 
search and pilot equipment plants are mostly made with engi- 


neering and equipment firms, and scientists connected with 
collegiate or private laboratories. But the individual inventor's 
idea receives a hearing, and investigation, and if found promis- 
ing, when measured by the department’s screening procedure, 
may be investigated on its merits.” 
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ture, flame-powered refrigeration might 
be adapted. A third method would be the 
use of solar motors or generators, fur- 
nishing power for demineralization. So- 
lar energy is very attractive because so 
much of it is going to waste, and it is 
found in regions where other sources of 
energy are lacking. 


_ the power showered upon this 
whirling planet by the sun, it is rich 
in untapped storehouses of power, and in- 
exhaustible compared with fuels. . 

The oceans hold enormous energy in 
their waves and tides. Many inventors 
and a few scientists have studied wave 
energy, and a few small experimental 
plants have been built, generating modest 
amounts of electricity, on the principle of 
utilizing the compression power of waves, 
in natural caves, or compression cham- 
bers. Results are meager, possibilities 
considered worth further research. Tidal 
energy is being utilized in areas with high 
tides. 

Temperature differences between ocean 
water at different depths, as well as in 
lakes and other inland waters, hold possi- 
bilities which have interested scientists 
for many years. Where warm water and 
colder water are available together, at dif- 
ferent depths, it is possible to put the 
warmer water under reduced pressure, 
and use the colder water to condense the 
vapor; a turbine will convert the steam 
into electricity. Thirty years ago the 
French scientist, Georges Claude, identi- 
fied with the introduction of neon light- 
ing, built a small plant in Cuba, where the 
temperature differences were adequate, 
but variable ocean currents brought about 
failure. As a wide margin of tempera- 
tures is necessary, and stable conditions 


throughout the year, this technique is re- 
garded as suited to tropical areas. Differ- 
ences of 28 degrees between surface and 
deep water on the West coast of Africa 
have led the French to build such plants, 
one on the Ivory coast having a capacity 
of 10,000 kilowatts and 150,000 gallons 
of fresh water daily. 


ya worth consideration are differ- 

ences in salinity of waters where 
rivers enter the sea, such differences cre- 
ating a potential electrical supply. 

The atmosphere contains stores of heat, 
as is being demonstrated by the heat 
pump, and while tapping it on a large 
scale is not yet feasible, this is a latent 
source of power considered worthy of 
research. 

As inexhaustible as solar energy itself, 
and in reserve for the future, when fossil 
fuels will have been used up, is the geo- 
thermic heat of the earth’s interior. Oil 
exploration is giving us new knowledge 
of these depths, the rate of increase in 
temperature with depth is constant, and 
harnessing of such energy is regarded 
chiefly as a technical and economic prob- 
lem. It is being utilized already in small 
ways. Hot springs heat houses in Boise, 
Idaho, and Reykjavik, Iceland, and in 
Italy geothermic steam plants generate 
more than 125,000 kilowatts of electrici- 
ty; New Zealand is exploring immense 
subterranean steam beds. These uses are 
naturally limited to regions with geo- 
thermic heat near the surface, but such 
energy could be harnessed anywhere by 
means of deep borings, and the circula- 
tion of water or other fluids to bring up 
the heat. This is another field in which it 
is believed that research might be con- 
centrated. 
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New Sources of Heat 


be i o~ atmosphere contains stores of heat, as is being demonstrated by 

the heat pump, and while tapping tt on a large scale ts not yet 
feasible, this ts a latent source of power considered worthy of research. As 
inexhaustible as solar energy itself, and in reserve for the future, when 
fossil fuels will have been used up, is the geothermic heat of the earth’s 
interior. Oil exploration is giving us new knowledge of these depths, the 
rate of increase in temperature with depth 1s constant, and harnessing of 
such energy is regarded chiefly as a technical and economic problem. It is 

being utilized already in small ways.” 





A this research on processes, power, 
and prospects has raised a big ques- 
tion: Who are the customers for demin- 
eralized ocean and brackish waters, where 
will they want it, when, what quantity 
and quality? 

The answer suggests Edison’s saying: 
“We don’t begin to know one-half of one 
per cent about anything.” 

Interior engineers have found that we 
badly need a national—even an interna- 
tional—survey of water requirements. 
The customers group roughly into com- 
munity, agricultural, and industrial mar- 
kets. They are all different in their de- 
mands, according to regions and their 
natural supplies. Some of the communi- 
ties will need additional supplies of per- 
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manent character, others will need emer- 
gency supplies in drought such as came 
to the eastern states last summer, irriga- 
tion needs will be constant in some re- 
gions, of emergency character in others, 
freshened water may be poured into 
grouna supplies as the best way of dis- 
tributing it to other regions—and so on. 

There is no overall “water picture” say 
the Interior engineers, but an array of re- 
quirements as diversified as the United 
States itself, and the first and most di- 
versified need will be that of industry, 
where the first customers are going to be 
found, because industry can afford to pay 
more for freshened water as the costs 
come down. Also, there will be no single 
process suited to all industrial needs, but 
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different processes, reaching the com- 
mercial stage, will be found adequate for 
different purposes. 

Industry is already processing water, 
for many different purposes, from cool- 
ing to product ingredient. It is finding its 
own supplies, coagulating them, deminer- 
alizing, deodorizing, neutralizing flavors, 
tailoring water to fit. Demineralizing 
processes will be adopted by industry as 
they meet its requirements of quality 
and cost. 

Because demineralizing processes are 
now regarded as approaching the “‘break- 
through” point, industrial engineers are 
asked to follow the researches in the in- 
terests of their companies. 


| teil public relations can be affected by 
demineralization, as is shown in the 
first commercial plant for the purpose set 
up to utilize sea water for steam raising. 
That is a utility plant, installed by the 
Pacific Gas and Electric Company, at 
Morro Bay, California. It is not operat- 
ing on any of the demineralization proc- 
esses still under research, but it is the 
most efficient plant that could be designed 
by company engineers, in co-operation 
with equipment engineers. Ten or fifteen 
years from now, perhaps sooner, it should 
be replaced by an actual demineralization 
plant of some type developed by present 
research, and undoubtedly with costs as 
the prime consideration. 

' Morro Bay is in San Luis Obispo 
county, about midway between San Fran- 
cisco, and the Bay region served by the 
company, and Los Angeles. That location 
was selected on the basis of distribution 
to customers with minimum line losses. 
It had to be a steam plant—there were no 
hydro sites in the locality. With two tur- 


bines of 150,000-kilowatt capacity each, 
it would need about 100 gallons of boiler 
water per minute. 

There were two creeks nearby that 
might have been dammed, or wells could 
have been drilled down to ground water. 
But that would have been taking fresh 
water needed by the communities, and 
for irrigation. The consequences could be 
imagined by any public relations man. 
There would be bitter resentment, and 
organized opposition, and eventually pro- 
hibitory laws. Also, these people were all 
company customers. 


ATER treatment was therefore the 
only resource, and the company in- 
stalled two sets of evaporators for sea 
water, one for each turbine. Each evapo- 
rator has three cylindrical tanks, mount- 
ed horizontally, 17 feet long, six feet high, 
with 290 one-inch tubes in the lower half, 
set seven-eighths of an inch apart. Steam 
from the turbines themselves heats the 
tubes, sea water is passed over them, and 
boils; fresh water for the boilers is con- 
densed at the top of the unit. The salt 
water, highly concentrated, is drawn off 
at the bottom and returned to a different 
part of the bay. Water is freshened to 
around 50 parts per million of minerali- 
zation. Costs are in the neighborhood of 
$2 per thousand gallons. The Morro Bay 
plant has slightly higher operating ex- 
penses than other PG&E steam plants, 
but this extra cost is negligible when 
weighed against good will. And in the 
light of progress in desalting research the 
past five years it is unquestionably a tem- 
porary expense item. 
Interior engineers state that fairly 
good estimates can be made of future 
community and irrigation requirements, 
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but that there is hardly any information 
at all about industrial uses, the quantities, 
qualities, location, available raw water 
for treatment, and cost limitations on de- 
salting processes. Plans are being laid to 
conduct a survey in the near future. Fac- 
tors such as pollution, reuse of water, re- 
duction of amounts of water needed, and 
other considerations, would be explored 
in such a survey. This survey ought ulti- 
mately to be international. It will be a 
market survey for equipment concerns, 
disclose the types of equipment needed, 
and the markets. Internationally there 
should be two kinds of demineralization 
customers, in countries not yet highly in- 
dustrialized. There can be an appliance 
market in small units for households, 
and small communities. And as deminer- 
alization will transform arid regions, 
bringing them into cultivation, there will 
be large projects for engineering compa- 
nies and contractors. 


HE research projects actually ap- 
proved by Interior are dozens out of 
hundreds of ideas submitted. Contracts 
for research and pilot equipment plants 
are mostly made with engineering and 
equipment firms, and scientists connected 


¢ 
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with collegiate or private laboratories. 
But the individual inventor’s idea receives 
a hearing, and investigation, and if found 
promising, when measured by the depart- 
ment’s screening procedure, may be in- 


vestigated on its merits. 
A PROPOSAL for a demineralization idea, 
or a field of research that has bearing 
upon it, may be submitted by an individ- 
ual, by letter or in person. If his idea is 
such that he does not want to reveal it 
fully, it can be discussed, and he will be 
given information that he needs to carry 
it further, or bring it in line with the gen- 
eral trend of research. If there are patent 
interests involved, perhaps in future, 
when his idea is further along, they will 
be protected as far as possible. The de- 
partment seeks ideas, wants to utilize 
those that have merit, and if it rejects a 
proposal, to be certain that it is turned 
down on sound scientific or economic 
grounds. 

When a formal proposal is made it 
must follow a pattern, based on the pro- 
cedure of the National Science Founda- 
tion. A full description of the idea is re- 
quired, with background information 
covering the experience of the persons 


“INTERIOR engineers have found that we badly need a national 
—even an international—survey of water requirements. The 
customers group roughly into community, agricultural, and in- 


dustrial markets. They are all different in their demands, ac- 
cording to regions and their natural supplies. Some of the com- 
munities will need additional supplies of permanent character, 
others will need emergency supplies in drought such as came to 
the eastern states last summer, irrigation needs will be constant 
in some regions, of emergency character in others, freshened 
water may be poured into ground supplies as the best way of 
distributing it to other regions—and so on.” 
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who have evolved or worked on it. Should 
the idea be accepted for further investi- 
gation, cost estimates are asked for cover- 
ing development work, and details of 
research or other facilities that the pro- 
poser may have. 


r the idea is approved for further in- 
vestigation, one or more consultants 
are detailed to pass upon it from scientific, 
economic, and other angles. More than 
forty regular consultants are called upon, 
scientists, educators, executives, engi- 
neers, and specialists. If a consultant de- 
cides, after preliminary work, that some 
other specialist is better fitted to advise 
on the particular idea, he makes a sug- 
gestion to that effect. The co-operation of 
other government departments is avail- 
able. 


This procedure may appear formidable 


to the inventor with an idea, but is real- 
ly in his interest, as well as conserving 
Uncle Sam’s time and money. He may be 
shown that his idea needs further work, 
or be saved useless duplication in work, or 
learn about work in other fields that will 
help advance his idea. If Rube Goldberg 
brought in one of his fantastic cartoon in- 
ventions it would quite likely be treated 
with respect, for importance is attached to 
all ideas received, and to rating them 
“Stop” or “Go” on their scientific merits. 

For example, if Aristotle came into In- 
terior with his idea of a porous earthen 
vessel to filter out salt, he could be shown 
that two similar ideas are under consider- 
ation—one is a porous disk pressure de- 
vice believed to be adaptable to desalting 
low salinity brines, and the other a pro- 


posed research of natural and synthetic 
materials that might be satisfactory for 
the purpose. 

The use of aluminum reflectors for 
solar stills has been proposed, and evalu- 
ated. They do not seem at present to offer 
any advantages over glass or plastic. But 
the history of invention is full of such 
ideas, once set aside, and subsequently 
found of value in the hands of later in- 
ventors. 


N inventor submitted data from a pat- 
A ent application on a method of using 
solvents to increase efficiencies in heat ex- 
changers. He wanted to know what ap- 
plication it might have to the general de- 
mineralization program. It was decided 
that support was not justified, a conclu- 
sion of value to him as well as the Interior 
Department. 

A proposal in the field of scale preven- 
tion was reported upon negatively be- 
cause it was decided that the technique 
could not be tested in its present state. 
The inventor has undertaken further 
work upon it. 

Such examples show how vast and 
complex the whole field is. 

In five years, working on a modest 
scale, the scattered work of private peo- 
ple has been brought into focus, for an 
organized advance. 

Utility engineers have a direct interest 
in further progress, because one or more 
of the demineralization processes now 
under test may prove applicable and eco- 
nomical to their water problems. 

Quite conceivably, maybe in the near 
future, commercial desalting might be 
coming round the corner! 
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FPC Annual Report 


inate it was limited to the fiscal 
year of 1957, which ended last June 
30th, the thirty-seventh annual report of 
the Federal Power Commission contains 
some serious comment on the difficult 
position of the commission. The report 
covered the three full years since the cele- 
brated Phillips Petroleum Company deci- 
sion of June 7, 1954 (347 US 672, 3 
PUR3d 129). In that decision the U. S. 
Supreme Court ruled that the FPC, con- 
trary to its own interpretation of the law, 
must exercise regulatory control as to 
rates over independent producers of natu- 
ral gas. 

Twice Congress has passed legislation 
to overturn this view which, ostensibly at 
least, much of the industry feels is at war 
not only with some economic realities of 
natural gas production but also the origi- 
nal intent of Congress in seeking to ex- 
empt the producers and gatherers from 
the Natural Gas Act. Twice such bills 
were nullified by presidential vetoes. Once 
more a bill to relieve independent gas pro- 
ducers from the full control of the FPC 
has been launched in the present Congress. 
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Once more, thanks to some political 
bungling and maneuvering, the bill is 
likely to be sidetracked on other than its 
merits. 

Where does all this leave the FPC? 
The answer, in terms of case load, would 
seem to be “in a mess.” Although some 
of the jurisdictional procedures relating to 
the producers settled into more routine 
channels as commission rulings and court 
decisions began to establish landmarks in 
this previously uncharted area, many 
major problems remained unsettled and 
the work load continued to swell, with 
new filings—particularly rate increases— 
holding the agency’s “inventory” of pend- 
ing cases at high levels. This was true 
despite the fact that the commission dis- 
posed of hundreds of independent pro- 
ducer rate and certificate filings during the 
year and continued to speed up the pro- 
cessing of applications and other sub- 
mittals. 


_ commission’s “pioneering” rdle in 
regulating the independent natural 
gas producers also was reflected in the 
number of court cases to which the agency 
was a party. During the 1957 fiscal year 
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75 new cases involving the commission 
were instituted, nearly three times as 
many as in fiscal year 1954, when the 
Phillips decision was handed down. There 
were 27 decisions during the 1957 fiscal 
year disposing of 45 commission cases 
which had been pending in the courts. 
Many of these related to the scope and 
methods of regulation of the producers, 
and the commission’s rulings generally 
were sustained—including one which held 
that its jurisdiction extended to wellhead 
sales of natural gas. 

But the great number of proceedings 
arising from regulation of the independent 
producers was not the sole cause of the 
commission’s pyramiding work load dur- 
ing this fiscal period ended June 30, 1957. 
There was also a sharp upsurge in rate 
increase filings by natural gas pipeline 
companies, with the number more than 
doubling the previous year’s total and the 
cumulative dollar amount nearly quad- 
rupling the level of fiscal 1956. In addi- 
tion, the commission issued a record num- 
ber of certificates to interstate pipeline 
companies during the 1957 fiscal year for 
the construction of facilities, as the trans- 
mission systems continued to add capacity 
to meet ever-increasing demands and to 
serve new areas of the United States. 
Major authorizations during the year in- 
cluded one for a pipeline system extending 
down through the heart of Florida to 
serve markets on both coasts of the penin- 
sula. 


A to the electric regulatory field, activi- 

ties relating to the constantly growing 
electric power industry continued to com- 
mand a vital share of the commission’s 
attention, particularly in the licensing of 
hydroelectric projects. Other fields of 
activity remained at or near record levels, 
notably in the commission’s work in ful- 
filling the accounting requirements of the 


Federal Power and Natural Gas acts; in 
the processing of applications by electric 
utilities for the issuance of securities, and 
for mergers and consolidations; in the 
import and export of natural gas and 
electric power from and to the United 
States; and studies relating to the water- 
power potentialities of the nation’s major 
river systems. 

While faced with a critical shortage of 
personnel, the commission continued dur- 
ing the reported year to seek to improve 
its internal administration as part of its 
constant endeavor to perform more work, 
at no sacrifice to quality, by increasing 
the efficiency of its operations. The fact 
that the small staff additions made since 
1954 do not begin to balance the vast 
increase in the amount of work accom- 
plished attests to the success of this pro- 
gram. But despite these positive and suc- 
cessful steps the commission at the close 
of the fiscal year still was confronted with 
an extremely critical man-power and work 
load situation. 

This 1957 fiscal report provided for the 
Congress a summary of the commission’s 
work and accomplishments during the 
period; a look at the problems the agency 
has faced; a picture of what the increased 
work load has meant when translated into 
terms of pipeline mileage, new electric 
generating capacity, and the dollars and 
cents of rate filings; a study of the year’s 
major developments in the electric power 
and natural gas industries; and a review 
of the effect of the commission’s decisions, 
policies, and programs upon the regulated 
utility industry. 


6 


Regulation Loses a Round 
be a disinterested observer, the federal 
r 


egulatory commissions were revealed 
as more sinned against than sinning, from 
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the standpoint of improper influence and 
pressures exercised by outside forces. This 
was the overall impact of the late February 
hearings of the House Subcommittee on 
Legislative Oversight, delving into the 
mysterious ways in which a Miami tele- 
vision license was awarded by the Federal 
Communications Commission. In _ the 
course of the charges and countercharges, 
ugly words such as “blackmail” and “pay- 
off” peppered the record and at least one 
commissioner was called on the carpet to 
deny or affirm charges that he was paid 
for his vote in this controversial case. 

But in the course of the proceedings, 
which started off in a rather one-sided 
manner to “expose” White House and 
other administration pressure, the testi- 
mony began to involve Democratic Sena- 
tors. This made the probe more bipartisan. 
It also gave the ranking minority member 
of the subcommittee, Representative Wol- 
verton (Republican, New Jersey), a 
chance to register some indignation over 
what seems to be the common practice— 
of trying the cases for the record in front 
of the FCC and then trying to get a de- 
cision out of the back door of the FCC. 

After one disappointed applicant for 
the Miami television station had testified 
that he had had 15 contacts made on be- 
half of his application, Wolverton said he 
was “shocked.” But the Miami applicant 
simply implied that he had to do it in self- 
defense because his rivals were even more 
effective in that department—or so he 
thought. Even an outright political letter 
to the FCC, based on the party loyalty of 
an applicant for a television channel, was 
put into the record. 


a” the process of the investigation, the 
reputation of the regulatory commis- 
sion system has not been helped. It was by 
coincidence that two of the FCC members 
brought into the probe by the former 
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counsel, Bernard Schwartz, have state 
regulatory commission background. Al- 
ready comment is being heard or written 
suggesting that state commission back- 
ground may not be the best qualification 
for future appointments to such important 
federal regulatory commissions. Yet, 
President Eisenhower has picked more 
state commissioners for federal commis- 
sions than his two predecessors (Roose- 
velt and Truman) combined. 

Before the present administration, such 
appointments were more often made on 
the basis of staff careers or political 
patronage. Due to the long previous tenure 
of the opposition party, however, the Ei- 
senhower administration was not inclined 
to make many appointments from existing 
staffs. The elevation of state commission- 
ers was the next alternative. On the whole, 
these appointments have proven quite sat- 
isfactory; but the Schwartz charges, by 
concentration, tend to put them in a poor 
light. 


. so criticism of commission regula- 
tion generally has come mainly from 
sources opposed to it for other reasons. 
From some government power bloc mem- 
bers in Congress and some leftish sources, 
questions have been raised as to the effec- 
tiveness of the regulatory commission sys- 
tem. With the failure of the subcommittee 
to develop much real foundation, so far, 
for these more sensational charges, it may 
be that confidence in the federal commis- 
sions as a whole will be left unimpaired. 
But so far the publicity has had mischie- 
vous, if not unfortunate, effects disturbing 
to those who believe in the prevailing 
system of commission regulation of pri- 
vate utility enterprise. 

Senator Morse (Democrat, Oregon) 
has already introduced a resolution to 
create a Senate investigating committee to 
cover the same ground as the present 
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House subcommittee. Other members of 
Congress, antagonistic to an industry sub- 
ject to federal regulation, may be expected 
to take advantage of the doubts and sus- 
picions raised by the present investigation. 


¥ 


Tax Ruling on Utility 
Advertising 


ow incurred by private utilities 
for advertising campaigns directed 
against the concept of public power may 
not be included as a business expense in 
the income tax returns of participating 
companies. This ruling, handed down in 
mid-February by Internal Revenue Com- 
missioner Russell C. Harrington, was the 
outcome of complaints from the congrés- 
sional government power bloc against ads 
sponsored by “America’s Independent 
Electric Light and Power Companies.” 

Nationally circulated ads designed to 
point out tax inequities and other eco- 
nomic disadvantages of such government 
projects as TVA and the proposed federal 
high dam at Hell’s Canyon in Idaho, were 
involved. Harrington ruled that such ad- 
vertising comes under the heading of ex- 
penditures incurred primarily for the pro- 
motion or defeat of legislation in the areas 
of political controversy. The Internal 
Revenue Service has consistently held that 
such expenditures may not be deducted 
from income tax returns as a business 
expense. 

The announcement of the ruling came 
in a letter from Harrington to Senator 
Kefauver (Democrat, Tennessee), who 
last year prodded the Internal Revenue 
Service into investigating the propriety 
of the ads as a legitimate business expense. 
Several bills have been introduced at this 
session of Congress by public power pro- 
ponents to accomplish the purpose 
achieved by last month’s ruling. These 


bills would also prohibit the FPC from 
considering such advertising costs of elec- 
tric utilities as an operating expense for 
rate-making purposes. 


HE attitude of the electric utility com- 

panies was that they should be al- 
lowed to use advertising to meet any com- 
petitor, even when that competitor is the 
federal government. Moreover, it was 
claimed the cost of such advertising should 
be deductible as an ordinary business ex- 
pense. 

Speaking for the Edison Electric Insti- 
tute, Charles E. Oakes, chairman of the 
Pennsylvania Power & Light Company, 
attacked the ruling by the Internal Rev- 
enue Service disallowing write-offs of the 
cost of antipublic power advertising. Mr. 
Oakes declared that “in our mixed econ- 
omy, nearly every industry is affected 
either by direct government competition 
or by government spending and tax policy, 
which tend to subsidize or otherwise bene- 
fit competitive industry. Further encroach- 
ment by government can only be prevented 
by an informed and aroused public opin- 
ion. This requires the use of communicat- 
ing media such as advertising.” 

The utilities’ spokesman cited the 
Hoover Commission, which had found, 
within the Department of Defense alone, 
more than 2,500 government facilities of 
industrial and commercial type and had 
said that government capital in them 
“probably exceeds $15 billion.” As of De- 
cember 31, 1954, the Hoover Commission 
had found the government manufacturing 
clothing, paints, ice cream, and eyeglasses, 
repairing furniture, mixing cement, op- 
erating tree and garden nurseries, roasting 
coffee, and running airlines, steamship 
lines, and a railroad. 

According to the Hoover Commission 
report, continued Mr. Oakes, such facili- 
ties pay little or no interest on the invested 
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capital, seldom charge depreciation, pay 
taxes only in a few instances, and do not 
pay the fringe benefits of government per- 
sonnel. 

He continued: 


This is the kind of information con- 
tained in the electric utilities’ national 
advertising program, now under attack 
and now subjected to the penalty of loss 
of tax deductibility. 

Advertising expense is most fre- 
quently incurred to assist in meeting 
competition, and such advertising is held 
to be a proper business expense both for 
corporate and tax purposes. It should 
make no difference whether the com- 
petition is from other business enter- 
prises or from the federal government. 

In the case of the electric utilities, it 
is recognized that they may properly 
spend money to advance their position 
competitively in the sale of electricity 
versus gas, and such expenditures are 
allowed for tax purposes. 


¥ 


Gas Legislation Langutishes 


oe the natural gas industry has 
been working overtime to offset the 
bad impression created by a Texas fund- 
raising dinner on behalf of partisan sup- 
porters of the bill to ease federal regulation 
over independent natural gas producers, 
the chances for any such bill are darker 
than ever. Indeed, the lack of congres- 
sional enthusiasm engendered by the 
“Texas boner” for the Harris-O’Hara 
Bill to exempt producers from the FPC 
regulatory burden may even be extended 
to efforts on the part of the pipeline com- 
panies to obtain relief from the Memphis 
decision. 

The FPC urged Congress in mid-Feb- 
ruary to enact legislation reversing a fed- 
eral court decision in the Memphis case. 


In its annual report, the commission spe- 


cifically asked for new legislation that 
would permit a gas pipeline company to 
put higher rates into effect, pending FPC 
investigation, without obtaining in ad- 
vance the consent of its wholesale custom- 
ers. The U. S. Supreme Court, which 
has agreed to review the controversial 
decision, has been asked by the Justice 
Department to hear the case as soon as 
possible, preferably during the week of 
April 28th. 

No legislation was promptly introduced 
in Congress to relieve the gas industry 
from the effects of the Memphis ruling. 
Congress is traditionally reluctant to take 
legislative action on matters pending on 
appeal before the high court. The FPC’s 
request for legislation prior to a high court 
ruling suggests, however, that the com- 
mission is not optimistic about the final 
legal outcome of the Memphis case. It 
would doubtless prefer to see legislative 
action started now, even if the commis- 
sioners themselves are skeptical that Con- 
gress will act this year. If the decision is 
upheld, there would still be time at this 
session to pass the necessary legislation. 


HE FPC chairman, Jerome K. Kuy- 

kendall, with the time element in 
mind, is seeking to impress upon Con- 
gress the serious effects of the Memphis 
ruling. In testimony before a House Ap- 
propriations subcommittee, the FPC 
chairman said the commission had the 
“worst backlog” of natural gas cases in its 
history. Part of the blame, he indicated, 
could be traced to the Memphis case. If 
the decision is upheld, he said, four cases 
already completed by FPC examiners 
would have to be dismissed. He stated 
that the commission may have to carry 
over as many as 60 cases next year, repre- 
senting a work load of two and one-half 
years. 
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Bell System Leads in Earnings 


‘ Bell system has emerged as last 
year’s top money earner among free 
enterprise companies in the United States. 
In its annual report, the American Tele- 
phone and Telegraph Company showed 
earnings of more than $75 million above 
those in 1956 for a consolidated net in- 
come of $852,904,000. This new record 
enabled thé corporation to recapture the 
title of leading profit earner from General 
Motors Corporation, which had held the 
distinction since 1947. 

Total assets of the Bell system rose to 
$17.6 billion, according to the annual re- 
port to stockholders by AT&T President 
Frederick R. Kappel. The report showed 
that total operating revenues of the Bell 
system rose to $6,313,833,200 from $5,- 
825,297,685 in 1956. For the parent com- 
pany alone, 1957 net income was $686,- 
057,956, against $616,490,207 in 1956. 
System earnings on capital in 1957 were 
6.7 per cent, against 6.8 per cent in the 
preceding year. 

Net income of the Bell system was equal 
to $13 a share on the average number of 
shares of the parent company outstanding 
last year, compared to $13.16 a share on 
a smaller number of shares in 1956. At 
the end of 1957, there were 64,648,178 
shares of AT&T stock outstanding in the 


hands of 1,605,046 stockholders, against 
62,893,889 shares held by 1,492,297 hold- 
ers a year earlier. 


Kappel reported capital expenditures 
last year of more than $2.5 billion, against 
$2.2 billion in 1956. The Bell system met 
its needs for capital funds with about $1 
billion from internal sources, including de- 
preciation and retained earnings, and 
$1.16 billion of new capital raised almost 
entirely from the sale of bonds. The bond 
financing included $500 million in two 
issues of AT&T bonds, and twelve issues 
by subsidiaries amounting to $600 mil- 
lion. The average interest cost on this 
financing was 43 per cent, a new high. 
At the end of the year the proportion of 
debt in total capital was 36 per cent, a 
figure that will be reduced by conversion 
into stock of the $718.3 million convertible 
44 per cent debentures now being offered 
to stockholders and the 7 million addi- 
tional shares for sale to employees. 


Beene in service at the end of 
1957 totaled 52,252,494, against 49,- 
437,917 at the end of 1956. The propor- 
tion of dial-operated phones was 91.8 per 
cent, against 89.5 per cent a year earlier. 
The average number of daily telephone 
conversations last year was 188,276,000, 
against 178,610,000 a year earlier. To 
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handle this traffic the company had at the 
end of the year 10,339 central offices, 
against 10,038 at the end of 1956. 

Long-distance calls increased 7 per cent 
in 1957, compared with a gain of 10 per 
cent in 1956. Opening of a telephone 
cable between Hawaii and the mainland 
was followed by a rise of 30 per cent in 
use. The rise for all overseas telephone 
service was 20 per cent. 


— reported that in 1957 the Bell 
system companies obtained rate in- 
creases amounting to $104 million annual- 
ly. Applications totaling $125 million are 
now pending in 20 states and further ap- 
plications will be made. 

“The higher cost of money is only one 
of the reasons why the Bell companies 
have been requesting increases in tele- 
phone rates,” Kappel said. He cited in- 
creased wages and rising costs in provid- 
ing service as other factors. 

Kappel stated : 


. .. We are convinced that in the long 
run a public policy of allowing the tele- 
phone companies to earn well will pro- 
duce better service at lower cost. There 
is in fact evidence that public utilities 
which have earned relatively well pro- 
vide as good or better service at lower 
rates on the average than those which 
have had less chance to thrive. The 
fundamental is simply this: A business 
that is financially strong and healthy 
can afford to do the things that make 
for progress and economy. A business 
hampered by low earnings must resort 
to day-to-day expedients which in the 
long run are costly to all. 


Kappel defended the giant size of the 
Bell system, largest investor-owned insti- 
tution in the world. He said: 


We are a big business and a growing 
one. We believe this is greatly to the 
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country’s advantage, for what our 
growth really means is that we are 
making the telephone more useful to 
more people. It is no more than looking 
facts in the face to say that an abun- 
dance of good telephone service, low in 
cost and constantly improving—the 
fast, seemingly “easy” interconnection 
of millions of telephones—gains much 
from having a big, unified, nation-wide 
organization. 

Only such an organization can co- 
ordinate the growth and improvement 
of a tremendously complex, ever-chang- 
ing physical system, so that, for ex- 
ample, a telephone user in Phoenix or 
Hartford, with a few turns of the dial, 
in twenty seconds or less can be talking 
to someone in Boston—or St. Louis— 
or San Francisco. 


IX manufacture, volume production of 
top-quality, standardized equipment by 
Western Electric helps keep down the cost 
of service to the user, Kappel said. In re- 
search, Bell Telephone Laboratories has 
the size and standing to attract topnotch 
scientists and engineers who can tackle 
big problems and provide pioneering tech- 
nical leadership. Big investment is a neces- 
sity, he said, in the construction of tele- 
phone facilities; and, in defense, “the tre- 
mendous size of the telephone network 
gives the best assurance of maintaining 
emergency service under disaster condi- 
tions.” 
Kappel emphasized : 


. our business must be big, not for 
the sake of size, but for the sake of 
service. What this demands is perfectly 
clear. It demands the utmost in respon- 
sibility—and how well the responsi- 
bility is met depends entirely on the 
competence plus the devotion of tele- 
phone men and women. 
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Competition Urged for 
Southern Bell 


HERE are indications that the Louisi- 

ana commissioners are beginning to 
feel some “backfire” heat as the result of 
public advertisements explaining the posi- 
tion of the state’s Bell system company, 
which has been ordered to cut rates in- 
stead of increasing them. Southern Bell 
Telephone & Telegraph Company was 
charged last month with conducting a 
“sitdown strike” in Louisiana. The alle- 
gation came from John J. McKeithen, a 
member of the Louisiana Public Service 
Commission, which for some time has 
been at odds with the company on the 
question of reasonable rates. 

McKeithen told a meeting of the Louisi- 
ana Telephone Association last month that 
what Southern Bell needs most is strong 
competition. He openly encouraged inde- 
pendent telephone companies to take over 
areas which Southern Bell says it is not 


now able to serve, suggesting that the 
independents consolidate to become larger 
and stronger. McKeithen mentioned one 
locality where he said 800 families want 
service from Southern Bell “and can’t get 
x” 


He suggested that some of the inde- 
pendent companies consider moving into 
that and other such areas, and invited 
them to discuss the matter with the com- 
mission. 

The major portion of McKeithen’s talk 
was devoted to Southern Bell and its 
pending application for a rate increase. 
This has evidently annoyed the Louisiana 
commissioner. The company’s advertising 
and public relations program was alleged 
to be directed towards bringing discredit 
on the commission and seeking to under- 
mine public confidence in the elected mem- 
bers of the commission. 


_— directly to Southern Bell’s 
pending rate case, McKeithen said he 
hoped the company would abide by the 
final decision, whether by the commission 
or the courts, and go ahead with the ex- 
pansion needed in Louisiana. McKeithen’s 
remarks indicated that he thinks the final 
decision in the current rate case will be 
made either by the high state court or the 
U. S. Supreme Court. 

McKeithen was the second speaker at 
the association meeting. His remarks fol- 
lowed an address by New Orleans Mayor 
deLesseps Morrison, who expressed the 
hope that the “difficulties of Southern 
Bell” in its rate case can soon be settled 
so progress and expansion may be re- 
sumed. 

> 
Emergency Phone Route 
Planned 
MERICAN TELEPHONE AND  TELE- 
GRAPH COMPANY plans to build a 
$4 million long-distance telephone ex- 
press route between Kentucky and 
Georgia to assure communications in the 
event of a national emergency. The new 
route, to be built this year, will extend 
from Williamstown, Kentucky, to 
Waleska, Georgia. It will bypass all major 
industrial areas. 

The direct express system will assure 
communications in the event an emer- 
gency knocks out facilities in a major city 
on the main microwave route between 
Louisville and Atlanta. Microwave towers 
and repeater buildings will be constructed 
in Tennessee near Jamestown, Crossville, 
Pikeville, and Cleveland. Williamstown, 
east of Louisville, is a junction point 
offering access to extensive communica- 
tions networks throughout the northern 
part of the country. Waleska, north of 
Atlanta, ties in with major communica- 
tions networks in the South. 
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Improved Regulatory Climate 
In California 


this department, in the issues of 
September 27, 1956, and September 12, 
1957, the regulatory picture in California 
was contrasted unfavorably with that in 
other areas, with the inference that this had 
increased the cost of equity financing for 
the California utilities. The average earn- 
ings-price ratios for four representative 
California companies was calculated at 
that time as 7.2 per cent, compared with 
5.5 per cent for three Florida companies 
and 5.3 per cent for two Texas utilities. 
The rate of return in the postwar pe- 
riod has averaged an estimated 10 per cent 
lower for California utilities than for the 
U. S. as a whole. Thus, during the six- 
year period 1951-56 California Electric 
Power and San Diego Gas & Electric both 
earned an average of only 5.3 per cent on 
invested capital according to Standard & 
Poor’s calculations. Moreover, during 
1957 the California utilities were adverse- 
ly affected by rising costs more than utili- 
ties in other areas, especially as they were 
not permitted (as many other utilities 
were) to adjust rates automatically to off- 
set sharp increases in the cost of oil and 
gas. 
Since these articles appeared, there has 
apparently been some improvement in the 
regulatory climate in California, with 
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Financial News 


and Comment 
By OWEN ELY 


recognition of the need for better earnings 
and realization of the facts regarding “at- 
trition” of earnings resulting from rapid 
growth, higher cost of plant, regulatory 
lag, and other factors. While of course 
the allowed rate of return cannot be con- 
sidered the sole test of regulation, since 
the rate base and many other factors en- 
ter into the picture, nevertheless it is in- 
teresting to note that the commission has 
been recently allowing somewhat higher 
rates of return than in earlier cases. (See 


table, page 395.) 


haa other rate applications are now 
pending before the California Public 
Utilities Commission. Without going into 
details, Pacific Gas and Electric is seek- 
ing a 6.8 per cent return on its gas opera- 
tion, San Diego Gas & Electric requests 
a 6.5 per cent overall return, Pacific Tele- 
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phone & Telegraph seeks a 6.9 per cent 
return, and General Telephone of Cali- 
fornia asks for a 7 per cent return on its 
telephone operation. 

These rates of return allowed or re- 
quested in California do not seem to be 
on a strictly comparable basis with rates 
earned in many other states because of 
the fact that the commission’s staff has 
proposed passing on to the consumers the 
deferred tax savings resulting from liber- 
alized (accelerated) depreciation. It is 
true that the commission itself has not yet 
definitely indicated its viewpoint in the 
matter, pending its decision on the ac- 
counting for such depreciation. Neverthe- 
less, in the Southern California Edison 
decision the company was requested not 
to normalize deferred taxes resulting 
from accelerated depreciation, and it ap- 
pears likely that as a result the company 
will decide not to use accelerated depre- 
ciation in 1958 and later years. 


N the calendar year 1956 deferred 
taxes for Southern California Edison 
resulting from accelerated depreciation 
amounted to $2,046,000, which was nor- 
malized by including it in the provision 
for federal income taxes. The amount in 
1957 was probably substantially larger— 
possibly around $3 million—since the con- 
struction budget for that year of about 
$135 million was the highest in the com- 
pany’s history. Failure to normalize the 
tax deferrals would have the practical 
effect of offsetting about one-quarter of 
the rate increase; i.e., allowing a smaller 


Date of 
Recent 
Decision 


8/ 5/57 
9/17/57 


10/ 1/57 
10/15/57 


Company 


Calif. Water & Tel. 
(Monterey Water Div.) 
Southern Counties Gas .. 
Southern Calif. Gas .... 
Southern Calif. Edison .. 


3 


Returns Allowed in Recent Decisions 
Allowed for Allowed for Est. Future 
Test Period 


7.13% 
713 
7.25 
6.37 


395 


amount of increased revenues to achieve 
the allowed rate of return. Thus the al- 
lowed rate of return would actually work 
out at about 6.04 per cent, and after attri- 
tion at about 5.92 per cent. 

Even if the allowed return is taken as 
6.37 per cent, this is not a very substantial 
improvement over the 5.9 per cent allowed 
in 1954 when costs were lower. It remains 
well below the returns of about 7 to 74 
per cent currently being realized by elec- 
tric utilities in some other parts of the 
country where rapid expansion is being 
experienced, such as Florida, Texas, New 
Mexico, Arizona, etc. 


HE common stocks of California 
utilities have joined in the general 
advance made by utility stocks since Octo- 
ber. Five electric and gas utility stocks 
were selling on February 17th at prices 
which reflected an average gain of 22 per 
cent over the low prices of 1957, while the 
Dow-Jones utility average had registered 
a corresponding gain of only 16 per cent. 
Possibly the difference in these gains re- 
flects the improved regulatory climate in 
California, as well as expectations that 
the pending applications for rate increases 
will also receive favorable consideration. 
Other things being equal, the California 
utilities which have received improved 
rates of return should now be in a better 
position to finance their large construction 
programs. 
It is to be hoped that the commission’s 
somewhat more realistic finding on rate 
of return was not merely a temporary re- 


Allowed in 
Earlier 
Decisions 


Attrition Return 


6.0% (1955) 
6.0 (1954) 
6.0 (1954) 
5.9 (1954) 
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63% 
63 
.50 
12 


6.5% 
6.5 


6.75 
6.25 
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YIELOS TO PUBLIC ON COMMON STOCK 
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( EXCLUDES SUBSCRIPTIONS ) 


G = Gas Company 
T - Telephone Company 
W = Water Company No fetter indicates Electric Company 
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action to the sharp declines in 1957 earn- 
ings experienced by some utilities in that 
state. While it is true that interest rates 
have declined somewhat, and that this 
may reduce the cost of senior financing 
as compared with last summer, neverthe- 
less it must be kept in mind that re- 
newed inflation remains “just around the 
corner.” The cost of living index has just 
made its sharpest increase in five years, 
and employees of a large utility are re- 
ported highly dissatisfied with a proposed 
wage increase of 174 cents an hour. The 
government has already taken some steps 
which may lead to further inflation, and 
political considerations may force others. 
Utilities feel that they should have some 
protection currently against inflation— 
not after the damage has already been 
done. 

It is to be hoped that—in order to main- 
tain a fair level of earnings and facilitate 
financing of record 1958 construction 
budgets—the commission in pending de- 
cisions will at least maintain the higher 
level of rates of return allowed in the four 
cases already decided, and will not, as in 
some instances in the past, make sub- 
stantial adjustments in rate base, in ex- 
penses, etc., which would tend to offset 
the higher percentage allowed. 


¥ 


Less Equity Financing 
For 1958 Scheduled 


——_ to Irving Trust Company’s 
analysis of financing planned for 
March and the second quarter, the total 
amount for electric utility companies is 
expected to run about 9 per cent over last 
year’s figure, setting a new record. Sales 
of mortgage bonds and debentures will be 
very heavy (see the calendar of antici- 
pated issues on page 398) and may equal 
about 85 per cent of all financing. Three 


utilities plan to sell refunding issues total- 
ing about $50 million. Moreover, there 
will be a substantial amount of preferred 
stock financing in the first half compared 
with last year. 

Sales of common stock will aggregate 
only about one-fifth of last year’s amount. 
It is possible that increased internal cash 
resulting from deferred tax savings may 
have something to do with this. Certainly 
from a stock market angle, this would 
seem to be a good time to sell common 
stocks. 

Gas companies are moving slowly with 
financing plans because of regulatory un- 
certainties involved principally in the 
Memphis decision. Thus far, they are 
planning only about $240 million of debt 
issues and $60 million other financing in 
the next four months—the total being 
only about one-third of what was done in 
the first half of last year. 


¥ 


Statistical Report Form for 
Gas Utilities Revised 


‘ changes in the annual statistical 
report form for electric utilities (and 
in pages 1-4 and 11, 12 used jointly by 
electric and gas utilities) were described 
in this department in the January 2nd is- 
sue. The following will summarize the 
changes in the sections of the report 
(which bear a “G” in front of each 
page number) relating specifically to gas 
companies. 

On page G-1, “Gas Production and 
Purchases,” less detail is now shown for 
manufactured gas—the subdivisions for 
coal and coke, oven gas, oil gas, and car- 
bureted water gas are eliminated. Foot- 
note d gives new data on the various types 
of gas (natural, manufactured, and LP) 
used for enriching or mixing with the final 
product. In the table on page G-2 the dis- 
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Merrimack-Essex Electric 1st Mtg. Bonds, 1988 .. 
SE Bn, OD 5 oan ossivvabescasians 
Mississippi River Fuel S. F. Deb., 1978 ........ 
Cincinnati Gas & Elec. Common Stock .......... 
Cincinnati Gas & Elec. Pfd. Stock .............. 
General Tel. of Calif. lst Mtg. Bonds, 1988 ...... 
Carolina Power & Light Ist Mtg. Bonds, 1988 .... 
TOS I FEE, BOGIES oo on cc cc ccecscccces 
Georgia Power Ist Mtg. Bonds, 1988 ........... 
Florida P. & L. Ist Mtg. Bonds, 1988 .......... 
POO FO SEE 20 BED, oi sccesawevessasaseses 
Wisconsin Elec. Power Ist Mtg. Bonds .......... 
Idaho Power Ist Mtg. Bonds, 1988 .............. 
Idaho Power 5S. F. Debs., 1983 .........0ccee0. 
NE DOE BIND 6 praise ees assrescnvcdesas 
Mississippi Power & Light Bonds .............. 
Sierra Pacific Power Common Stock ............. 
Atlentiec City Miectric Pid. Stock «.......2..600- 
Atlantic City Electric Common Stock ........... 
Comsolidated Edison Bonds ..........0ssceveee. 
peerma Patenc Power Tlotds ..........0sscccccees 
aieeine City Tectia Teds 2... 22. cccssscveece 
ge a 
Southern Counties Gas Bonds ..............045- 
Puget Sound Power & Light Bonds ............. 
Puget Sound Power & Light Bonds ............ 
Puen Teeeetrac ORGS... 2... ccs ec esses 
New Jersey Power & Light Bonds ............... 
United Gas Improvement Bonds ............... 
re 
Gulf States Utilities Common Stock ............. 
SE I EE gio dda ye'esceeu se udawanwes 
Brookiyn Union Gas Bonds ............0..000: 
Public Service of Oklahoma Bonds ............. 
Wisconsin Power & Light Pfd. Stock ............ 
Wisconsin Power & Light Common Stock ........ 
Rochester G. & E. Common Stock ............... 
Consolidated Nat. Gas Bonds .................. 
a ae 
Se ED vgcc we deseseiceskwewwss 
Coes Sa, Ge Oe, FOG. BOOK 2... ccc csewcess 
EN ED fis caw d swe kdwbaspeddeeess 
I IS I oo bd bs cons os eu escvees 
New England Electric System Common Stock .... 
Commonwealth Edison Bonds ...............4.. 
OO eg a er re 
Natural Gas Pipeline of America Bonds ......... 
a ra 
Texas Eastern Transmission Pfd. Stock ........ 
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CALENDAR OF UTILITY OFFERINGS FOR MARCH, APRIL, AND MAY 


Date of Approx. 
Bidding Amount 
Or Sale (Millions) 
$20 


Method 
Of Moody 
Offering Rating 
C-R A 
& Aa 
N 
S-N 
N 
.. A 
* A 
N Baa 
. A 
C Aa 
C-R Aaa 
C Aa 
ic Aa 
C A 
CG Aaa 
* A 
S 
N 
N 
*” Aa 
* Baa 
C-R Aa 
io Aa 
7 A 
C-R Baa 
& Baa 
C Aaa 
* A 
# A 
& Aa 
C Aa 
it A 
e Aa 
N 
S-N 
S-N 
. Aaa 
N A 
A 
& Aa 
S-C 
C Aaa 
iS Aa 
N 
# Aa 
N 


*Preliminary or estimated, C—Competitive. N—Negotiated. R—Refunding. S—Subscrip- 
tion. S-N—Subscription, with negotiated standby underwriting. 
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tinction between fuels “used” and “pur- 
chased” is eliminated, these amounts be- 
ing commingled, due to the decreased im- 
portance of manufactured gas. Statistics 
on the former lines 10-18 relating to solid 
and liquid fuels have been eliminated. 
On page G-3 the table on “Daily Gas 
Availability and Requirements” has been 
rearranged, with less emphasis on manu- 
factured gas. Capacity is divided between 
“regular production” and “peak shaving 
facilities,” and there is more emphasis on 
withdrawals from storage (underground 
and local being distinguished). The col- 
umn headings now read Minimum Day 
Sendout, Maximum Day Sendout, and 
Design Day Availability—these figures 
superseding the old data which merely 
analyzed Maximum Daily Availability. 
Thus there are now three sets of produc- 
tion statistics, with each showing the con- 
tributions made by regular production, 
peak shaving, purchases, storage, etc. 


HERE is also a new table (Schedule 

G-8 on page G-3) covering details 
of underground storage operation, such 
as cushion gas, working gas, injections 
and withdrawals, etc. There seems to be 
little or no change in the big table G-11 
showing the classification of customers, 
sales, and revenues, under (a) residential 
with heating, residential without heating, 
commercial, industrial (firm and off- 
peak), industrial interruptible, other ul- 
timate consumers, and other gas utilities 
for resale; and (b) showing this data sub- 
divided by natural gas and other types of 
gas and the total. 

Schedule G-12, “Large Volume Sales 
and Use of Natural Gas,” also remains 
unchanged, except that the number of 
customers in each of the 31 or more types 
of establishment have now been omitted, 
since major interest is in the sales and 
revenue data. It is now optional with the 
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individual companies as to whether this 
page should be sent to insurance compa- 
nies and security analysts. The table on 
new securities issued during the year re- 
mains unchanged. Detailed data on taxes 
paid and on payroll statistics are primarily 
for the AGA and EEI, but can be dis- 
tributed to analysts if desired by the 
company. 

The new forms for the annual statisti- 
cal reports of electric and gas utilities will, 
it is understood, be used for the coming 
five years before any major revision is 
again undertaken. These reports are an 
invaluable source of information to utility 
security analysts, and the companies real- 
ize the advantage of making them avail- 
able to analysts. 


¥ 


Increasing Number of Partially 
Tax-free Utility Dividends 


a is generally known among investors 
and analysts that some of the former 
utility holding companies, now changed 
to investment companies, pay dividends 
which are entirely free of current income 
taxes—Electric Bond and Share, United 
Corporation, Central Public Utility, 
Standard Shares, and possibly one or two 
others. Perhaps it is less well-known that 
some fifteen electric utility holding and 
operating companies in 1956 paid divi- 
dends which were partially free of income 
tax. 

Complete data are not yet available for 
1957, but apparently several additional 
electric utilities paid dividends which 
were partly tax-free. This may perhaps be 
attributed to the increasing amounts of 
deferred tax savings resulting from ac- 
celerated depreciation, and as these savings 
continue to increase some new “border- 
line” companies may enter the list. On the 
other hand, some companies like Wash- 
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ington Water Power, whose dividends nontaxable, or to constitute “capital 
enjoyed tax-free status because of acceler- gains”: 
ated amortization rather than liberalized ———— 
depreciation, are now beginning to lose Calif.-Oreg. Power 
this benefit Central Hudson G. & E. 
. : ve Central Louisiana Elec. 
In general, for those utilities not af- Central Maine Power 
fected by the expiring amortization on ee a 
important plants, partially tax-free divi- Detroit Edison 
dends may be expected to continue indef- Sale os 


initely, with the tax-free proportion of Equitable Gas 
the intel vay t dually i = Greenwich Gas 
€ total payment gradually increasing. Hartford Electric Light 
Of course, the chance that Congress may New England Electric , 
cancel the provision of the 1954 Tax Code Acie) 
which provides for accelerated deprecia- Pacific Northwest Pipeline 
‘ ° ° Pacific Power & Light 
tion should be kept in mind. It is also un- Purtiend Gas & Colne 
derstood that the Treasury Department is Providence Gas ; 
Te Public Service of Indiana 
now scrutinizing tax returns more care- Public Service of New Hampshire 
fully with respect to claims for tax-free Rockland Light & Power ; 
ORE 3 : Scranton-Springbrook Water Service 
dividends, as estimated by companies. Soathwmestere Winvtvie Gorvice 
Following is a list of utility companies Southwestern Public Service 
° ° Tennessee Gas Transmission 
(and investment companies) whose 1957 Transcontinental Gas Pipe Line 
dividends are estimated by Sinclair, Mur- United Corp. 
5 Virginia Electric & Power 
ray & Company to be partially or wholly Washington Water Power 
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DATA ON ELECTRIC UTILITY.STOCKS 
Aver. 
a Incr. Approx. 
2/20/58 Divi- Recent In. Sh. Price- Div. Common 
Price dend Approx. _Share % In- Earns. Earn. Pay- Stock 
About Rate teld Earnings crease 1952-57¢ Ratio out Equity 


American G. & E. ........ 42 $1.60m 3.8% $2.23De 9% ; 18.8 71% 35% 
Arizona Pub. Serv. ....... 27 112 1.85Se* 13 : 14.6 61 31 
Arkansas Mo. Power .... 1.00c 1.30Se — 13.8 

Atlantic City Elec. ....... 1.80De 9 

Baltimore G. & E. ........ 2.33De —- 
Bangor Hydro-Elec. ..... 2.21De D18 
Black Hulls P: & 1, ...... 2.110c D6 
Boston Edison 3.45De** 1 
Calif. Elec. Power .97Se 3 
Calif. Oreg. Power 187N DI18 
allt. Pac: GEL. o.ccsccece 2.33De _— 
CATO Gh as Aa 1.88Ja 15 
Cent. Hudson G. & E. .... 1.11De 

Sent: TD PRE GG: cskescane 
Cent. Ill. Light 

Clr es ly 2 
Cent. Louisiana Elec. 

Cent. Maine Power 

Cent. & South West 

Cent. Vermont P. S....... 
Ginncinnatt G; & EB .oceses 
Citizens Util. “B” 

Cleve. Elec. Illum. ....... 
Colo. Cent. Power 
Columbus & S. O. E. .... 
Commonwealth Ed. ...... 
13 Community Pub. Ser. ..... 
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~ Approx. 
_— ‘ft te tae +i ee ee Oe 
(C ontinued) ted ield ; Earnings crease 1952-57¢ Ratio a 

2.67De** D1 f 
1.21De* D7 1S 
3.44De* 7 14.2 
3.30De 14.8 
3.15De 15.2 
2.77De 17.3 
261Ja 14.9 
2.07Se 15.0 
2.53De 15.0 
13.6 


Concord Blec, 2... 6.6eccae 
CONN OEOO ET. sisi sce cees 
Consol. Edison 

Consumers Power 

Dayton P. & L 

Delaware P. & 

Detroit Edison 

Duke Power 

Duquesne Light 

Bast. Wal ASsoe: 2606s 
Edison Sault Elec. ....... 
Bl PASO TCC: vs 0s be 08 ses 
Empire Dist. Elec. ....... 
Bitchbure G. & EB. 2.2.00 
Florida Power Corp. ...... 
PiGriGa) bs Be Lae <6cecsineses 
General Pub. Util. ........ 
Green Mt. Power 

Galt States UGl. c.c5cc0cs 
icles is) Oe Onn! De 
PIAVETHI: BAEC, 650000000 
Hawattats Blec. ....ss.cees 
PIOSIOR ae ES oie acees 
PIOHSAUOING: B.S). occ s:cise:e0 
Idaho Power 

Illinois Power 
Indianapous P. & L. ...... 
Interstate Power 

towa, lee, bh. P. .s. ces 
Towaste: GG Be occas 
Iowa Power & Lt. ........ 
Towa Pub. Service 

Jowa South: Uta. cesses 
Nansas Gity P.& L. .....% 
Kansas G. & E. 

esas ET, Oe Ets 4 .csosse 
Uriel is '2a Oo Ue 
Lake Superior D. P....... 
one eiana EAS, ...<...% 
Louisville G. & E. ........ 
Macison G. & Bo... 
Maine Pub. Service 
Michigan G. & E. ........ 
Middle South Util. 
Minnesota P..& L. 20... 
Mise, Vaney Pa Ss i0.c636' 
Missouri Pub. Serv. ...... 
Missouri Util. 

Montana Power 

New England Elec 

New England G. & E. .... 
New Orleans P. SS... 0.660 
Newport Elec. ......60008 
NON Seate E. & G, oc 8s 
Niagara Mohawk Pr. ..... 
Northern ind. P. S. ...... 
Nor. States Power 
Northwestern P. S. ...... 
Ohio Edison 

Oklahoma:'G. & B,......4.. 
her Lanes .saceseccads 
Pacific G. & E 

aera ©. Be Bis. iascseis <sse 
Penn Power & Lt. ...0085% 
ERs ONO 6:4 ava ase'6o'eis‘e'sie' 
Portland Gen. Elec. ...... 
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Aver, 
ro) . Approx. 
, 2/20/58 Divi- Recent In. Sh. Price- Div. Common 
(Continued) Price dend Approx. _Share % In- Earns. Earn. Pay- Stock 
teld Earnings crease 1952-57¢ Ratio out Equity 


Potomac Elec. Pr. ....... 1.58De* 2 
Fup, Serv. of Golo. ...... 

Pub. Serv. E. : 

Pub. Serv. 

Pub. Serv. 1 See 
Pub. Serv. of N. M....... 
Puget Sound P.& L....... 
Rochester G. & E. ........ 
mocmeand 1. 2. os0ssses 
Res SOSEDN Garr Pes osssc0s 
San Diego G. & E. ...... 
Bavaniol 2. Pe sos seesess 
Sietta Pacne Pel; é.sseccs 
So. Calif. Edison 

So. Carolina E. & G....... 
Southern Colo. Pr, ....... 
Southern Company 

So. Indiana G. & E. ...... 
So. Nevada Power 
Southern Utah Power .... 
Southwestern E. S. ...... 
Southwestern P. S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 

tucson G, EL. & P: .... 
Union Elec. of Mo. ...... 
United Illuminating 
Upper Peninsula Pr. ...... 
Utah Power & 1.. ...:..... 
Witpinia B® Pos sass 
Wash. Water Power 

West Penn Elec. ......... 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ...... 
Wisc. Elec. Pr. (Cons.) .. 
Wisconsin P| & L. ........ 
Wasconsin 2S. «6.006 s000. 
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Averages 


Foreign Companies 


Amer. & Foreign Pr. 
Brazilian Traction 
Brace (0 Pr. oi. o sass 


7.7% $1.73Se D28% 

‘f 86 

i 33 

Gatineau Power d : 
4. 

2: 


7 

6 2.19De** 
+ 2.34De** 
8 2.28De** 
2 1.67De** 
8 
7 


7: 
3; 
rf 
ai 
Mexican L. & P. .....5%. 
7. 


Quebec Power 


1 
1 
1.99De** 1 
Shawinigan Water & Pr. .. 1 


1.42De** 


PrOrrrn 


*Deferred taxes resulting from liberalized depreciation are not normalized. **Calendar year 1956. +For 
companies which have reported calendar year 1957 earnings (for other companies the increase is for 1951- 
56). D—Decrease. A—American Stock Exchange. B—Boston Exchange. O—Over-counter or out-of- 
town exchange. S—New York Stock Exchange. NC—Not comparable. Ja—January; F—February; Ma— 
March; Ap—April; My—May; Je—June; Jy—July; Au—August; Se—September; Oc—October; N— 
November; De—December. a—Estimated annual rate. The “A” stock receives stock dividends. b—Also 3 
per cent stock dividend December 31, 1956, which is included in the yield. c—Also 2 per cent stock dividend 
January 10, 1956. f—Also 5 per cent stock dividend August 15, 1956. g—Cash dividends of $2.50 in 1956 
included 30 cents extra; 10 per cent stock dividend also paid April 30, 1956. h—Also stock dividend of one 
share for each 200 shares held September 12, 1956. i—Also 10 per cent stock dividend November 16, 1956. 
j—Also 10 per cent stock dividend August 31, 1956. k—Also 5 per cent stock dividend December 17, 1956. 
m—Also 24 per cent stock dividend January 10, 1956. n—Also 5 per cent stock dividend December 27, 1957. 
o—Also 5 per cent stock dividend May 1, 1957. p—Also 5 per cent stock dividend March 10, 1957. 
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What Others Think 


Tax Benefits under Accelerated Amortization 


HE Ebasco report, entitled ‘“Cer- 

tificates of Necessity for Electric 
Power Facilities—Federal Income Tax 
Effects Arising from Accelerated Amorti- 
zation and Resultant Reduction in Inter- 
est,” should once and for all dispel the 
claim made by the public power lobby that 
the private electric utility industry re- 
ceived tremendous benefits through the 
use of accelerated amortization under cer- 
tificates of necessity. 

With respect to the economic effects of 
the income tax deferral, the report noted 
that only the timing was different between 
the accelerated method permitted under § 
168 and the more conventional method, 
such as straight-line, which are available 
to utilities. Pointing out that the interest- 
free loan is not a loan at all, the report 
went on to say: 


However, the permissive deferral of 
a certain amount of taxes over a five- 
year period with prospective payment of 
increased taxes in equivalent amount 
during later years is economically 
similar to an interest-free loan, increas- 
ing step by step for five years and 
gradually being liquidated during the 
remaining life period. 


The report noted significantly that the 
project owner, far from being relieved 


from financial responsibility “. . . must 
provide at the start all funds required for 
construction and completion of the proj- 
ect. The tax deferral, or ‘interest-free 
loan’ begins to appear at the end of the 
first year, reaches a maximum at the end 
of the fifth year, gradually declines in sub- 
sequent years. The tax deferral represents 
a source of cash funds only in the nega- 
tive sense that, under some other method 
for fixing tax liability, more cash expendi- 
tures for tax payments would have been 
required. For a comparative appraisal of 
tax effects, the amount of tax deferral as 
of any year can be considered to be the 
cumulation of the difference in annual 
taxes resulting from five-year accelerated 
amortization versus annual taxes with any 
one of the regular alternative depreciation 
methods allowable for tax deductions.” 
The report stated : 


An economic evaluation of this 
cumulation of differences in annual 
taxes requires two things: First, to be 
meaningful, the differences must be ex- 
pressed in the same kind of dollars 
which the owner invests in the projects ; 
1.¢., dollars available at future times 
must be expressed in terms of present 
worth as of project completion date; 
and, second, for the case without a ne- 
cessity certificate, an alternative source 
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must be assumed for cash equal in 
amounts year by year to the differences 
in taxes. The evaluations to be presented 
in this memorandum are on the basis 
that the alternative to cash tax differ- 
ences will be differences in indebted- 
ness; that is, that the alternative to an 
“interest-free” loan is an interest-bear- 
ing loan. It appears logical that this al- 
ternative source of cash should be taken 
as interest-bearing debt. 


oe that the present worth compu- 
tation is the only valid method to be 
used, the report went on to say: 


An evaluation of tax deferrals on this 
basis can thus be made by the simple 
process of present worth summation of 
the annual interest, net after tax credit, 
on the alternative debt avoided by use 
of accelerated amortization for tax de- 
ductions. 

Identical results are obtained by 
present worth summation of the annual 
differences in taxes, in one case with 
deductions for accelerated amortiza- 
tion, and in the other case with deduc- 
tions for regular tax depreciation and 
for interest on alternative debt. 

Evaluations from the aspect of inter- 
est saving to the owner from tax defer- 
ral and of cost to U. S. government of 


z 


funds equivalent to taxes deferred are 
similar except that cost of debt money 
to the owner would be estimated at a 
higher interest rate than cost of U. S. 
government borrowing. 


An example of the relative evaluation 
of accelerated amortization versus the 
straight-line method or the sum-of-years 
digits method is shown in the tabulation 
below. 


f pew exceedingly modest benefits 
to the project owner, not to men- 
tion the minimal cost to the government, 
have none of the marks of the great finan- 
cial windfalls which the public power lobby 
is claiming for the electric utility industry. 
In this connection the Electric Consumers 
Information Committee in Bulletin No. 61 
of October 29, 1957, makes the claim in 
Table I that the net benefit (subsidy) ac- 
cruing over a 33-year period amounts to 
47.374 per cent, compared to a true present 
worth saving of a mere 6.116 per cent. 

Similarly, in Table II the so-called sub- 
sidy to a private power company having a 
project with a life of fifty years becomes 
130.38 per cent, compared to a factual net 
interest saving to the owner of only 8.27 
per cent, with a concurrent cost to the 
United States (using 34 per cent money) 
of only 63 per cent. 


SAVING TO OWNER AND COST TO U. S. GOVERNMENT 
FROM USE OF ACCELERATED AMORTIZATION 


Specific Case Assumed 
Economic life of project 


Cost of debt money to owner 


30 years 


Cost of money to U. S. government 


Federal income tax 


Accelerated versus Straight Line 
Present worth of saving to owner 


Present worth Of Gost to 15. S.. .csiccccvccccccess 


Accelerated versus Sum-of-years Digits 
Present worth of saving to owner 
Present worth of cost to U. S 
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Per Cent of Certified Cost 
Gross Tax Credit Net 
8.36% 
5.00% 


5.56% 
3.27% 


9.06% 
10.08% 


6.02% 
6.60% 


15.08% 
11.58% 





WHAT OTHERS THINK 


The use of the compound interest 
method by the National Rural Electric 
Co-operative Association can of course 
produce any kind of a desired figure, how- 
ever misleading and factually incorrect the 
answer may be. Using the same kind of a 
principle that the NRECA espouses, an 
individual could go to a bank, saying that 
the dollar which he had just deposited in 
his account is worth $18.42 when com- 
pounded at 6 per cent over fifty years, and 
would the bank consequently credit him 
with that amount. The answer to such a 
suggestion may well be imagined! 

In the stack chart shown below is a 
summarization of the net interest saving 
to the owners and cost to the United 


States government under various assumed 
money costs and assumed life expectancies 
both for straight-line depreciation and the 
sum-of-years digits method. 


x important contribution which this 
report makes is in the economic 
evaluation of construction under the 
necessity certificates. The report points 
out that while there may have been cases 
where construction would have been car- 
ried out by the private utilities without 
the issuance of a certificate, nevertheless 
“.. . it is certain that the country’s ag- 
gregate power development during the 
1951-58 period would have been less had 
necessity certificates not been extended. 





FEDERAL INCOME TAX EFFECTS OF CERTIFICATES OF NECESSITY 
ARISING FROM ACCELERATED AMORTIZATION AND REDUCTION IN INTEREST 


WET INTEREST SAVING TO PROJECT OWNER 
1m PERCENT OF CERTIFIED COST 


WET INTEREST COST TO U.S. GOVERNMENT 
IM PERCENT OF CERTIFIED COST 





ACCELERATED AMORTIZATION VS STRAIGHT-LINE TAX DEPRECIATION 





DEBT MONEY - OWNER 4% U.S. 34% 


DEBT MONEY ~ OWNER 45% U.S. 35% 


DEBT MONEY - OWNER SE U.S. 35% 
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Without the incentive or aid of necessity 
certificates some projects would have been 
constructed later, if at all, and some, even 
if built at the same time, would have been 
of less capacity.” 

The report went on to say that “The 
government’s reasons for desiring such 
accelerated construction are generally un- 
derstood to include the building up in the 
country’s interconnected power network 
of substantial margins of reserve power 
capacity above foreseen demands of util- 
ity-type power loads, in order to: 


1. Enable power systems to carry in- 
creased loads for defense production 
should a national emergency occur. 


2. Enable power systems to contract 
in advance for large blocks of power 
supply to defense-supporting industries 
as an alternative to integral power fa- 
cilities in the industrial plants. Such in- 
dustrial power facilities would usually 
have cost more, would have been less 
efficient and flexible, would have im- 
posed greater burdens upon the nation’s 
economy, and might have required gov- 
ernment financing. 


3. Enable power systems, in event of 
war or a major emergency, to carry on 
for a number of years with the power 
capacity available when the emergency 
struck and with little or no increase 
during the emergency period. 


c¢ o accomplish such acceleration of 

power construction, the limited 
subsidy offered by accelerated tax amorti- 
zation was made available. This acted as 
an incentive to an accelerated rate of 
power construction in two ways: 


1. It made easier the raising of the 
abnormally large amounts of construc- 
tion funds required for the accelerated 
program. 
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2. The net saving from the tax defer- 
ral offsets in some measure the unusual 
economic burdens involved in such ac- 
celerated construction. 


“These economic burdens were expect- 
ed to be, have been, and probably will be, 
of considerable magnitude. They include: 


1. Higher cost of project due to con- 
struction during a defense boom pe- 
riod when construction materials were 
scarce and at times available on time 
only through the grey market, when 
factory deliveries of equipment were 
erratic and subject to possible paralyz- 
ing delay, when labor was scarce and 
labor relations often difficult, and when 
much overtime and other costly factors 
in forced speed of construction were in- 
evitable. 

2. Poorer quality and in some re- 
spects makeshift type of plant. Choice 
of power equipment was at times lim- 
ited to what the manufacturers could 
turn out quickest and with least shop 
design and engineering. Use of inferior 
or ersatz materials and substitute types 
of construction were at times necessary. 
During the earlier portion of the pe- 
riod, in particular, the accelerated con- 
struction involved giving up advances 
in the art which could have been in- 
corporated with more time available. 
With long-lived property, such as elec- 
tric power stations, this effect would be 
a long-term burden, rectifiable if at all 
at serious expense. 

3. Potential overdevelopment at the 
time of and following the time of com- 
pletion. As of the end of 1957, and es- 
pecially 1958, when numerous certified 
power stations come into operation, 
present forecasts show substantial ex- 
cess capacity in U. S. power systems, 
excess capacity to such an extent that 
in many cases several years of normal 
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“DON’T WORRY ABOUT HIM BITING YOU, HE’S BEEN VACCINATED” 


load growth may be required for eco- 
nomic utilization. For an industry with 
an exceptionally high ratio of invest- 
ment to revenue, carrying charges on 
investment in excess capacity can be a 
heavy burden. 


“ao the aggregate of these eco- 
nomic burdens due to accelerated 
construction may well more than offset 
the savings accruing to the owners from 
tax deferrals, the excess capacity in the 


United States power systems, viewed as 
insurance protection in the event of a ma- 
jor emergency, affords a basic contribu- 
tion to national security.” 

In view of the present danger from 
Communist aggression and the conse- 
quent need to maintain ample power ca- 
pacity, the wisdom of the government in 
granting these small incentives to the 
electric utility industry can hardly be 
questioned. 

—JostaH ADAMS 
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Keeping Press Informed Pays Dividends 


1 ahemeery 31, 1957, will long be remem- 
bered as “black Thursday” by 
Northern States Power Company’s oper- 
ating department. That was the day on 
which a utility man’s nightmare became 
a reality. As the result of a freak chain of 
circumstances that no one could foresee, 
NSP’s main interconnected system liter- 
ally “fell apart,” causing an hour-long 
outage in Minneapolis and affecting com- 
munities within a hundred-mile radius. 
More than a million people felt the 
effects of this service interruption that 
began shortly before nine o’clock in the 
morning. Radio and television stations 
went dead, newspaper composing rooms 
suddenly fell silent, factory production 
stopped, elevators quit running, traffic sig- 
nals halted, homes were without heat, 
freezers began to thaw, and business ac- 
tivity came to a near standstill. An un- 
common stillness descended on the com- 
munity, but at NSP it went unnoticed 
amid the insistent jangling of telephones 
as the normal day’s 8,000 calls jumped to 


75,000. 
nN busy as any NSP phone that day was 
one which bypasses the company’s 
switchboard and leads directly to NSP’s 
information department. This phone’s 
number is not to be found in the telephone 
directory, but it is known to newsmen in 
all Twin City newspaper, radio, and tele- 
vision offices. It was installed for just 
such emergencies as this. Busy reporters 
had complained that, during any serious 
outage, the company’s switchboard imme- 
diately became swamped and it was im- 
possible to learn the facts about what had 
happened in time to meet news deadlines. 
As a consequence, NSP installed a private 
line several years ago that provides a 
direct link between its information depart- 
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ment and all news media. Fortunately, it 
is not often brought into use—only in 
those rare emergencies that will happen 
even to the best run utility. At such times, 
it more than pays for itself by making 
possible quick communication when it is 
of vital importance to the utility that its 
story be told accurately. 

This private telephone line is just one 
example of how NSP tries to co-operate 
with all news media and keep press, radio, 
and television informed of all matters of 
public interest. Reporters who used this 
line last October were all invited to come 
to NSP’s general office where they could 
follow at firsthand developments as elec- 
tric service was restored. 


—_ conference was hastily arranged 
at 10 a.m., only about an hour after 
the break, at which more than a dozen 
reporters and photographers were present. 
The company’s vice president in charge of 
operations briefed the group on what had 
happened and what was being done to 
restore service throughout the system. In 
addition, he gave three TV interviews and 
two for use on radio. Not all radio stations 
were able to send portable recording 
equipment to NSP’s office and this same 
vice president, in the midst of his hectic 
efforts to supervise restoration of service, 
found time to make a couple of telephone 
interviews as well. 

Interest in the “blackout” continued 
even after service was back to normal and 
a second news conference was called the 
same day for 2 p.m. Nineteen reporters 
and photographers appeared at this ses- 
sion, at which time NSP’s vice president 
in charge of operations again answered all 
questions. Reporters and photographers 
were also shown through the load dis- 
patcher’s office where the intricacies of the 
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“THAT MOTOR’S BEEN WITH ME OVER THIRTY YEARS” 


interconnected system were explained. A 
dozen newsmen also visited the generating 
plant where the original fault occurred 
which isolated one of the largest plants 
from the system and caused other plants to 
trip out because of overload or be shut- 
down. Representatives from NSP’s infor- 
mation department met reporters at the 
generating plant and answered all their 
queries. Photographs were permitted and 
newsmen were given the run of the place 
to talk to whomever they chose. 

HE result of this “wide open door” 
policy toward reporters was a uni- 


formly sympathetic coverage of a freak 
accident that inconvenienced a tremendous 
number of people over a wide area. Every 
news report commented on the infre- 
quency of electric service interruptions 
and pointed up the brevity of this one and 
the area’s dependence on electricity. The 
tone of these news dispatches set the tone 
of tolerant acceptance of the interruption 
on the part of the general public. 

Typical of the comments appearing in 
the press was a Minneapolis Tribune edi- 
torial which pointed out how people in 
the area had missed “that little guy Reddy 
Kilowatt” during his hour’s absence. The 
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editorial concluded “in the kind of world 
in which we live, Reddy Kilowatt, poor 
little fellow, can’t even take a coffee 
break.’”’ A television station borrowed a 
large wooden Reddy Kilowatt from NSP 
and opened its broadcast by showing a 
dejected Reddy with his head in his hands. 
At the conclusion of the broadcast Reddy 
was shown with his hands raised high and 
once more his smiling, confident self. 

NSP’s treatment of reporters during 
this outage was in no way different from 
its daily treatment of newsmen. The com- 
pany operates on the theory that its cus- 
tomers are entitled to full information 
about its activities even when those activi- 
ties are nothing more than a frantic scram- 
ble to restore service. Newsmen are the 
eyes and ears of the community they serve 
and as such receive prompt and courteous 
treatment from NSP personnel. An at- 
tempt is made to answer their every query 
and more often to anticipate their queries 
by providing answers even before any 
questions are formulated. 


je ge of the things NSP learned as a re- 
sult of its October outage was the 
need for a greater understanding, par- 
ticularly on the part of newsmen, of how 
an electric utility operates. Realizing this, 
the company’s information department 
called together a score of reporters and 
gave them a two-hour course on “what 
happens when the lights go out.” The 
course included informal talks by operat- 
ing department personnel, and tours of 
the company’s load dispatcher office and 
the Minneapolis trouble board. 

More than 200 news releases were 
issued by NSP’s information department 
last year; an average of about one a day 
for every working day of the year. Some 
of these releases were of system-wide in- 
terest and were sent to the 200 weekly 
newspapers, the nearly 50 radio and tele- 
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vision stations, and the 17 dailies in 
NSP’s service area. The company serves 
about 575 communities in Minnesota, 
Wisconsin, North and South Dakota. 

Because of the large number of week- 
lies in NSP’s service area, most news 
stories are scheduled for release on 
Wednesday or Thursday, the days on 
which most weekly newspapers go to 
press. By doing this the company gives 
the weeklies an even break with other 
media on its general news stories. Most of 
the dailies in NSP’s territory are after- 
noon papers, which accounts for the fact 
that most of the company’s general news 
stories are for afternoon release. Many of 
the news releases issued by the company 
are for a single publication only and thus 
carry no specific release date. 


& gw one of NSP’s regular news re- 
leases is sent to papers in communi- 
ties not served by the company. This is 
the annual story about the company’s 
taxes which is sent to every newspaper in 
every county in which the company pays 
taxes. This adds about 150 newspapers to 
the company’s regular news release circu- 
lation. Each of these releases features the 
“local angle” in the tax story, giving a 
breakdown of taxes paid by the company 
in each county. 

Another general news story in which 
the local angle is uppermost is the com- 
pany’s annual release about its construc- 
tion budget. That budget this year totals 
$54 million and news media in each of 
the company’s 13 divisions received ‘a 
story itemizing expenditures in every 
community in the division. 

NSP also frequently sends news releases 
to metropolitan newspapers outside its 
service area. These include news stories 
about the company’s atomic plant, its 
annual report, annual meeting, tax pay- 
ments, financing, and other items of pos-. 
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sible interest outside the area. Particular 
attention is paid to financial publications 
and newspapers read by investors. 


le aig personal contact with 
members of the press throughout 
the company’s widespread service area is 
a big job and one that gets a good deal of 
attention. All of the company’s advertising 
appearing in the weeklies and nonmetro- 
politan dailies is brought to the newspaper 
offices by members of the company’s sales 
department. These company personnel are 
on a first-name basis with all editors in 
their area and affairs of public interest 
about the company are frequently dis- 
cussed in these informal meetings. 

Members of the company’s general 
office information and advertising depart- 
ment also keep in close touch with the 
editors and newsmen in outlying divisions 
as well as those in the metropolitan cen- 
ters. Contacts are maintained through 
meetings in the various divisions, at which 
time the company is host to newsmen. 
Company plans and problems are dis- 
cussed at these meetings, which usually 
end in lively question-and-answer sessions, 
during which an honest effort is made by 
company personnel to answer fully all 
questions asked. 

Northern States Power Company’s 
monthly employee publication, NSP 
News, is also sent to every editor in all 
communities served by the company. Re- 


prints of stories about local company per- 
sonnel give evidence that the magazine is 
regularly and thoroughly read by all edi- 
tors. 

The company’s annual report and quar- 
terly bulletins are also sent to all editors 
as a matter of course. A news story sum- 
marizing the high lights of the annual 
report accompanies the copy of the report 
sent to weekly newspaper editors, radio 
and television stations. 


— States Power CoMPANY’s — 
management is acutely conscious of 
its duty to the public it serves. It knows 
that its first duty to its customers is to 
provide the best possible service at the 
lowest cost consistent with sound business 
principles. The company feels that its 
corporate life should be an open book and 
that its customers, stockholders, and any- 
one having a genuine interest is entitled 
to information about the company’s firm 
plans for the future, its day-to-day opera- 
tions, and other company activities affect- 
ing the public. The company has found 
this policy pays dividends in greater pub- 
lic understanding and appreciation of its 
problems and that it promotes a friendly 
atmosphere that builds confidence in the 
company’s ability to serve the community 
well. 
—RIcHARD D. FuRBER, 
Director, information and advertising 
department, Northern States 
Power Company. 





What Can the Weather Do to Net Income? 


Re a gas distribution company, can the 
total effect of weather on revenue and 
on expense be approximated? Are varia- 
tions of 5-10 per cent in degree-day de- 
ficiency important in terms of net income? 
The answer in both cases is “Yes.” Fol- 
lowing is one “short method” of estimat- 


ing the approximate effect of temperature 
on net income; other methods can be used : 

It will be assumed that variations in 
sale of gas for space heating primarily re- 
flect changes in degree-day deficiencies. 
While wind, per cent of possible sunshine, 
and similar factors have an effect, these 
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are not here considered material. The fol- 
lowing income statement for the mythical 
K.A.P. Gas Company reflects a normal 
year as far as degree-day deficiency is 
concerned : 

K.A.P. GAS COMPANY 


ABBREVIATED STATEMENT OF INCOME, 
YEAR ENDED DECEMBER, 1957 


Operating Revenues ..............-- $10,000,000 
Total Operating Revenue Deductions.. 8,700,000 
Gperatinge Income <....2004506%6% $ 1,300,000 
Encome DeGUCHONS <.26..606ss0000e0 250,000 
Net Income (Normal) .......... $ 1,050,000 


bi Ses prepare a standard approximation 
of the effect of variation in tempera- 
ture the following method will be used: 
(a) The total amount of revenue attribut- 
able to space-heating load is estimated, 
excluding that load which does not vary 
directly with air temperature. Excluded 
here would be processing loads, residential 
cooking or water heating, and similar 
loads. For this example, $5 million repre- 
sents revenue from space heating. (b) The 
relative increase in revenue with an in- 
crease in marginal heating sales must be 
approximated ; marginal heating sales are 
defined as space-heating sales immediately 
below or above the sales resulting from 
normal weather. Since marginal therm 
sales occur beyond the beginning rate 
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blocks, the relative effect on revenues al- 
ways is Jess than the relative change in 
therm sales. This relationship is indicated 
by the ratio of marginal unit revenue to 
average winter heating revenue per unit of 
sale. For example, assume that average 
net winter heating revenue for the K. A. P. 
Gas Company is 11 cents per therm, with 
marginal revenues per therm approximate- 
ly 9.9 cents. The ratio of 9.9 cents to 11 
cents is .90. Thus, a 10 per cent increase or 
decrease in marginal therm sales will result 
in an increase or decrease in revenue of 
10 per cent multiplied by .90, or 9 per 
cent. (c) Finally, the relationship of mar- 
ginal gas cost and marginal heating reve- 
nue must be estimated. Gas cost depends 
on the supply contract, the source of gas 
used to meet marginal demands during the 
winter, and variations in the proportions 
of gases used to meet these demands. For 
example, two types of manufactured gas 
plus withdrawal from underground stor- 
age are used by Laclede Gas Company to 
supplement natural gas taken from the 
supplier. The proportions to be used can- 
not be predicted with certainty, but can be 
approximated on the basis of the plan for 
meeting daily send-out requirements. Mar- 
ginal heating revenue per unit sold will 
vary from month to month, depending on 
the rate schedule; an average marginal 


K.A.P. GAS COMPANY 
ESTIMATED EFFECT OF TEMPERATURE VARIATION 


Increase (decrease) in operating revenues 


(9% x $5 million) 


Less: Increase (decrease) in cost of gas 


If Temperature If Temperature 


(based on a marginal gas cost which averages 


30% of marginal heating revenue) 


Less: Increase (decrease) in taxes (deduct) ........ 


(based on a 55% rate to cover income taxes an 


gross receipts taxes) 


Increase (decrease) in operating income 
Increase (decrease) in income deductions 


Increase (decrease) in net income 
Per cent of normal net income ..........-e.s0. 
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revenue for the heating season suffices for 
an estimate of this type. 


= that variations in tempera- 
tures and concomitant variations in 
degree-day deficiency cause all variations 
in sales for space heating, a change (from 
normal) of 10 per cent in degree-day de- 
ficiency will cause a 10 per cent variation 
in therm sales, or a 9 per cent variation in 
heating revenue. The table on page 412 
indicates the method of approximating the 
effect on income. 

While it is recognized that the effect on 
gas cost is not equivalent in warmer 
weather to that in colder weather, the 
effects are similar. Each company is in a 
position to detail its calculation to fit the 
situation encountered. The principles of 
estimation are the same. 

Laclede Gas Company has been inter- 
ested in this specific problem since conver- 
sion to natural gas in 1949 and the in- 
creasing emphasis on space-heating reve- 
nues. In the eight years since conversion 
to natural gas, degree-day deficiencies in 
this area have shown a variation ranging 
from 8 per cent warmer than normal to 
12 per cent colder than normal. (Detailed 
methods for estimating the effect of 
weather on net income have been deter- 
mined and are regularly used.) 


f Bn increasing dependence of the gas 
industry on revenues derived from 
space heating is causing wide fluctuations 
in net income. Income exhibits in part the 
variability shown by the income of general 
industrial corporations; weather-caused 
income variations of plus or minus 10 per 
cent will be common in the near future. 
The following conclusions can be drawn: 


1. Dividend policy cannot afford to ig- 
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nore the wider variations in income. 
Some gas companies will find it ex- 
pedient to establish a basic annual 
dividend and to supplement this 
dividend with extra payments re- 
flecting results of the specific year. 
Bond interest, as a matter of stand- 
ard practice, is kept sufficiently low 
so that payment can be made under 
the worst possible business condi- 
tions. An additional allowance will 
be necessary as a margin of safety 
inasmuch as the worst business con- 
ditions may be accompanied by ex- 
tremely warm weather. A combina- 
tion of the two would cause a telling 
decline in net income of companies 
with a large heating load. 


3. Any utility with a significant amount 


of revenue from space-heating load 
must emphasize “normal” condi- 
tions in rate case work. It is as un- 
reasonable to expect a rate increase 
to compensate for warm weather as 
it is to demand a rate decrease based 
on the fact that a particular winter 
was extremely cold. This will create 
certain problems for commissions 
and for utility management, prob- 
lems both of definition and of meas- 
urement. 
Financial analysts, already aware of 
the problem, will become increas- 
ingly dependent upon information 
not ordinarily shown in an annual 
report or prospectus. Comparisons 
of net income will be significant only 
if the weather has been taken into 
account. Forecasts of net income 
will continue to be based on normal 
weather. 
—D. E. PAut, 
Statistician, Laclede Gas 
Company. 
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Strauss Announces Proposal 
 enwanigg Lewis L. Strauss of the 
Atomic Energy Commission last 
month deferred recommendations on the 
scope of the government’s program to 
speed production of electricity from the 
atom but announced an important pro- 
posal by a private electric company. 
Strauss advised the congressional 
Atomic Energy Committee that the Pa- 
cific Gas and Electric Company is ready 


The March of 
Events 


to build an atomic power plant at Hum- 
boldt Bay south of Eureka, California, 
which is designed to produce economically 
“competitive” nuclear power. The AEC 
chairman read a telegram from N. R. 
Sutherland, president and general man- 
ager of the West coast utility. Sutherland 
said the plant, expected to produce about 
60,000 kilowatts of electric power, would 
be built without “financial assistance” 
from the government. 


Alabama 


Transit Bid Rejected 
pew James W. Morgan last month 

officially rejected a proposal by a 
Tulsa transit company to set up a new 
bus system in Birmingham. The mayor 
told the president of the MK&O Transit 
Lines that the Citizens Advisory Group 
and the Downtown Improvement Associa- 
tion had advised the city commission to 
turn down the proposition on grounds that 
the $1 million loan sought by the Okla- 
homa company from Birmingham sources 
would not be “adequately secured.” 


It was also learned recently that Bes- 
semer officers had turned down an offer 
by the officials of the Birmingham Transit 
Company to sell that company to the cut- 
off city under the same terms it previously 
had made to the city of Birmingham. 

At a meeting held last month owners 
of the BTC agreed to try to keep their 
company in business for at least another 
twelve to twenty-four months, provided 
certain conditions are met, including fare 
increases and steps to eliminate downtown 
traffic congestion. 


Illinois 


Bus Fare Hike OK’d 


aerewe boost in adult cash fares 
and inauguration of token sales have 
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been authorized for the La Grange-La 
Grange Park Transit Company. In grant- 
ing the tariff adjustments last month, the 
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state commerce commission set a March 
Ist starting date. 

The west suburban bus line was one of 
the last in the metropolitan area with a 
15-cent cash fare between towns. Under 
its new schedule, riders will pay either 20 
cents or purchase tokens at two for 35 


cents. Children’s fares will remain the 
same, 10 cents cash or 10 tokens for $1. 

The company’s general manager said 
the increase was necessary because of 
rising expenses. The commission granted 
the request without holding public 
hearings. 


Kentucky 


Gas Rate Raise Asked 


ania Gas & ELEcTriIc COMPANY 
recently asked the state public service 
commission to approve a $167,145-a-year 
increase in its natural gas rates, effective 
May Ist, to offset a similar increase in the 
price of wholesale gas. The new increase 
would cost the average customer who 
uses gas for cooking and water heating 
about 1.2 cents a month, the company 
said. Gas for heating would cost cus- 
tomers an additional 5.8 cents a month. 
For the 70 per cent of the company’s 


residential customers who use gas for all 
three purposes, the additional cost would 
average about 7 cents a month or 84 cents 
a year, it was estimated. 

The company made the present applica- 
tion under an escalator clause approved 
by the state commission last fall. This 
clause allows the company to avoid a full- 
scale commission rate hearing whenever 
its wholesale rate is increased. The com- 
mission last November gave Louisville 
Gas & Electric an increase in gas rates 
estimated to produce $1,530,606 in annual 
gas revenues. 


Louisiana 


Loses Appeal on Bus Bias 

i feng United States fifth circuit court 

of appeals recently outlawed segre- 
gation on city buses and streetcars in New 
Orleans. The action affirmed a decision 
by Federal District Judge J. Skelly 
Wright. The judge previously had 
granted an injunction that barred officials 


of the city and of New Orleans Public 
Service Inc. from enforcing segregation 
laws. 

In a brief opinion, the appeals court 
said the case was controlled by the one in 
Montgomery, Alabama, that had been 
affirmed by the United States Supreme 
Court. 


Nebraska 


Governor Backs Oil, Gas 
Regulation 


Paes Vic Anderson recently 
placed himself behind passage of a 
“reasonable” oil and gas conservation law 
in Nebraska. “We are getting to the point 
where we should try and get some con- 
servation legislation,” the governor said. 


415 


Two efforts aimed at placing a petro- 
leum conservation law on the books have 
been unsuccessful in Nebraska. In 1955 a 
conservation bill failed to get out of com- 
mittee. In 1957, an effort to raise the bill 
on the floor was quashed when two of 
the men initially supporting the measure 
opposed the bill. 

Historically, the “majors” in the Ne- 
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braska oil industry have been for regula- 
tions directed at getting conservation 
while independents have been against the 
concept. 

An interim committee created by the 
last legislature to study possible oil and 
gas conservation has held one meeting 
and plans April sessions in Sidney and 
Kimball. Governor Anderson said he does 
not feel any proration feature should be 
written into a conservation law “at this 
time.” 


NPPS to Reorganize 


 creaeaananaleee of the Nebraska Pub- 
lic Power System will be undertaken 
shortly after April 1st, according to D. J. 
DeBoer of Columbus, executive manager 
of the system. 


NPPS, a contractual union of the 
Platte Valley and Loup River Public 
Power districts, has long been criticized 
for its present organization. Directors of 
the group pledged last year that it would 
be overhauled. 

DeBoer told the Nebraska Rural Elec- 
tric Association, meeting last month in 
Lincoln, that reorganization will be the 
“No. 1 project” of the NPPS as soon as 
a new contract with Consumers Public 
Power District is completed about April 
Ist. 

No state power interest can afford to 
delay reorganization of the system “if we 
are going to build a strong public power 
program in this state,” DeBoer declared. 
He explained that the Loup District now 
is conducting engineering and economic 
studies on reorganization. 


Virginia 
Committee Passes Utility Bills 


ino bills which would exempt utilities 
from having to pay for relocating 
their facilities along the state’s new inter- 
state highway system in cities and towns 
cleared the senate roads committee last 
month. The measures provide that this 
cost would be designated as a part of the 
construction itself. By doing this, the 
state could be reimbursed by the federal 
government for 90 per cent of the cost of 
moving the utility facilities. 


The state would pay 10 per cent of the 
cost. This has been estimated at $750,000 
over the total construction period for the 
interstate system. If the utilities paid the 
cost, the figure would be roughly $7.5 
million. Utility spokesmen argued at a 
committee hearing that they probably 
would have to ask for rate increases if they 
were required to foot the bill alone. 

The bills as originally drawn would 
have required the utilities to pay for re- 
moving their facilities along the inter- 
state rights of way. 


West Virginia 


Commission Fails to Get 
Funds 


N explaining why the state senate fi- 
nance committee had killed a bill that 
would have given the state public service 
commission about $150,000 in additional 
funds annually, Senator Glenn Jackson, 
Logan Democrat, committee chairman, 
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said most members of the committee be- 
lieved that all functions of the commission 
should be thoroughly studied before the 
agency is given more money. 

The proposed additional money would 
have been used for hiring professional 
personnel to help the commission investi- 
gate rate cases. 





Progress 
of 


Regu lation 











Trends and Topics 


Exemption from Competitive Bidding Requirements 


hen merits of compulsory competitive bidding for new securities have been 
argued for many years. Before the adoption of Rule U-50 by the Securities 
and Exchange Commission, William O. Douglas, then chairman of that body, 
urged the adoption of competitive bidding to “mitigate the practice of having 
the banker on both sides of the bargain.” But along with the question of the 
power of investment bankers, regulatory authorities have been particularly 
concerned with the fundamental consideration of economy to the issuing cor- 
poration. 

Commissions which require competitive bidding generally recognize certain 
exceptions to the requirement, such as cases involving small issues. In other 
situations which do not fall within specific exceptions, regulatory discretion is 
sometimes invoked. A number of decisions in recent years have authorized 
negotiated underwriting or private placement of securities upon a showing 
that competitive bidding would not afford a lower cost of capital or that it 
would be inappropriate because of special circumstances. 


Views of State Commissions 


“Since rate of return is related to cost of capital,” said the Georgia commis- 
sion, in a 1954 order (7 PUR3d 22), “it appears the public interest demands 
that the lowest cost of capital be obtained at all times. The only way to insure 
this result is to require competitive bidding for security issues.” It noted the 
need, however, for certain exceptions. The commission prescribed a general 
rule applicable to all security issues, excepting those of less than $2 million, 
debt securities with a maturity of ten years or less issued to an institutional 
investor without a negotiation fee, securities issued pro rata to existing holders 
or in exchange for outstanding securities, and issues which would not be ap- 
propriate for competitive bidding. 

In Re South Atlantic Gas Co., decided January 14, 1958, the commission 
waived competitive bidding for bonds, notwithstanding an objectionable five- 
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year redemption limitation, where the terms of an agreement with an institu- 
tional investor were generally favorable to the company. The commission 
recognized that disapproval of the agreement might cut off further financial 
aid from this investor, which had proved to be a reliable source of funds at a 
reasonable cost. 

The District of Columbia commission has revoked its general order relating 
to competitive bidding (14 PUR3d 504). The commission indicated that it has 
always considered each application to issue securities upon its own merits 
rather than under rigid requirements of a prescribed rule. 

When the District commission’s competitive bidding rule was adopted in 
1935, the major public utilities operating in the District were subsidiaries of 
holding companies or had other affiliations. These intercorporate relationships, 
said the commission, gave rise to suspicion of improper influence in corporate 
financing. Noting that the causes of such suspicion have now been removed, 
the commission indicated that each authorization would henceforth be based 
upon the merits of the application, under such terms and conditions as may be 
found appropriate. 

In waiving competitive bidding, the commission has considered such factors 
as the peculiar need of the issuer for the services of local investment dealers 
who have specialized in underwriting local utilities ; the advantages of a private 
sale at a time favorable to the issuer, marketwise; the adverse effects, in a 
changing market, of delays incident to competitive bidding; and the reason- 
ableness of compensation to dealers and other issuing expenses (12 PUR3d 
428; 2 PUR3d 108). 

In 1954 the California commission modified its rule exempting from com- 
petitive bidding issues of $1 million or less, so as to exempt issues of $3 million 
or less (7 PUR3d 176). This change was made because security underwriters 
had shown little interest in competitive bidding proceedings involving financing 
of less than $3 million, and in view of the fact that sales in that amount made 
by private placement or negotiated underwriting had been consummated on 
reasonable terms. The commission noted that it has been willing in the past 
to waive competitive bidding requirements where the most advantageous terms 
might be expected from negotiated underwriting or private placement. 

An electric company’s proposal to sell unsubscribed shares of a stock issue 
under an agreement negotiated with underwriters was approved by the Massa- 
chusetts department where it was unlikely that competitive bidding would re- 
sult in a lower cost of capital (2 PUR3d 359). Because of the uncertainties 
of present world conditions and their possible effect on the security market, 
said the department, no useful purpose would be served by overruling the judg- 
ment of management and requiring competitive bidding. 

The Colorado commission has indicated that the public interest does not de- 
mand that competitive bidding be required in all instances. While the commis- 
sion recognizes the desirability of competitive bidding, it considers each case 
on its particular facts. In exempting a relatively small amount of securities of a 
gas company, the commission noted that the price offered and the yields con- 
templated were favorable, that the market conditions were not stable, and that 
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the delay incident to competitive bidding might result in considerably lower 
prices than could be obtained by private placement (92 PUR NS 282). 

The Connecticut commission approved a negotiated agreement with under- 
writers for the sale of bonds and preferred stock, despite the complaint of an 
outside investment firm which wished to bid on the bonds (82 PUR NS 594). 
Of prime concern to the commission was the cost of the capital to be raised, 
as measured by the current cost of capital for comparable securities. The cost 
under the negotiated agreement was at least as good as could be obtained under 
competitive bidding. To delay the issuance of these securities by resort to com- 
petitive bidding, considering the uncertainties of changing conditions in the 
money market, said the commission, would be against the public interest. 

The New York commission has approved private placements where it was 
doubtful, as shown by the evidence, whether better terms could be secured 
under competitive bidding (16 PUR3d 73; 98 PUR NS 251). But the com- 
mission has determined that competitive bidding generally results in the most 
favorable cost of money to the issuing company and that any deviation from 
the general competitive bidding requirement must have the soundest reason 
to support it. 


Securities and Exchange Commission Decisions 


The Securities and Exchange Commission considers requests for exemption 
from its competitive bidding requirements under Rule U-50 on the basis of the 
particular facts and circumstances of each case. However, even though an 
exemption is granted, the issuing corporation is not relieved from the necessity 
of maintaining competitive conditions, so far as feasible, in negotiating a sale 
of securities. 

In a 1955 decision the commission exempted a gas pipeline bond issue of 
approximately $97 million in view of the size of the issue and the fact that the 
bonds were to be issued in instalments during the construction of a pipeline 
(11 PUR3d 62). The money market was in an unsettled state at the time. Al- 
though the issuing company discussed the issue with only two institutional 
investors who purchased it, the commission indicated that the circumstances 
showed no “lack of economies in the raising of capital.” It appeared that con- 
struction would be delayed, against the public interest, if renegotiation were 
required. 

The commission also exempted a preferred stock issue of an electric com- 
pany (3 PUR3d 231). Disappointing results of issues offered under competi- 
tive bidding had been experienced in the recent past, and a large amount of new 
securities were expected on the market. At the same time, the stock market was 
unsettled. The commission noted that competitive conditions had been main- 
tained in the selection of the agent to negotiate the placement of the stock, and 
the price, dividend rate, and fee to the agent were considered reasonable. 

In other decisions allowing sales without competitive bidding, the commis- 
sion has recognized such supporting reasons as the magnitude of the issue, the 
substantial number of institutional investors involved in the purchase, and the 


presence of arm’s-length negotiations (85 PUR NS 120; 71 PUR NS 418). 
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Federal Power Commission Attitude 


Competitive bidding should be required, said the Federal Power Commission 
in a 1948 ruling on security issues to finance a pipeline, where there is a lack 
of arm’s-length relationship between the issuing company and financial houses 
that have offered to manage the financing (76 PUR NS 422). A natural gas 
company proposed to sell securities through two investment houses which had 
a substantial financial interest in the company. The seller presented no financing 
commitments for the sale. It had not canvassed the money market but merely 
suggested what it thought the securities could be sold for. It opposed competi- 
tive bidding, asserting that a negotiated sale would result in the most economical 
cost of money. The commission thought there was a lack of arm’s-length re- 
lationship and held that the public interest would not be served if the financing 
were permitted to be headed by the dominant financial interests in the company. 

In Re Holyoke Water Power Co., decided December 27, 1957, the commis- 
sion authorized private placement of a $34 million issue of bonds (for new 
money ) with institutional investors. The funds were to be provided as required 
over a period of three years, with a commitment fee of three-fourths of one 
per cent per annum on the unused balance and a 10- to 12-year redemption 
restriction against refunding with lower-cost debt money. For services in ar- 
ranging the sale, the company proposed to pay a fee of $75,000. The commis- 
sion held that sufficient cause had been shown for exempting the issue from 
competitive bidding requirements. 





Review of Current Cases 


Electric Rate Increase Granted with Ruling on Uniform 
Rates and Recognition of Full Tax Liability 


tion of several operating companies which 
were merged with it. The rates charged 
by the former companies were retained 
after the merger, so that Housatonic’s 
present rate structure is not uniform 
within the various towns and areas that it 
serves. 

The commission refused to authorize 
a uniform rate structure proposed by the 


oe Pusiic SERvICE Com- 
PANY obtained $530,000 of a $664,- 
000 gross operating revenue increase re- 
quested of the Connecticut commission. 
The increase will raise the electric rates of 
the company and, by its request, reduce its 
gas rates by $50,000. Plant additions and 
rising costs were cited as necessitating 
higher rates. Authorized revenues will 


now provide an overall rate of return of 
about 6.1 per cent. 
Uniform Rate Revision Rejected 
Housatonic is operated as a combina- 
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company, noting that it would result in 
inequities in many instances. Further- 
more, under the proposed structure many 
customers would be compelled to pay high- 
er rates than the rates of which notice of 





PROGRESS OF REGULATION 


hearing had been given. The commission 
thought uniform rates should not be au- 
thorized at this time. However, it directed 
the company to analyze its two divisions 
with a view to establishing uniform rates 
at a later time. 


Demand Charges 


In support of a request to reduce its 
demand measuring period from thirty to 
fifteen minutes, the company referred only 
to a study made several years previously, 
covering a relatively short period, with 
no estimate of the effect that the proposed 
change would have on the rates involved. 
The evidence was inadequate to warrant 
the change. 

The commission refused to allow the 
company to apply a uniform 100 per cent 
ratchet in its demand power rates. Most 
of its electric demand charges were based 
on a percentage of demand values estab- 
lished during the preceding year. These 
values were 70, 80, or 100 per cent of the 
highest demand. Under a 100 per cent 
ratchet the billing of customers in many 
instances would be based on demands es- 
tablished in a prior billing period. It would 
not be reasonable, said the commission, to 
adopt rigid demand ratchets without re- 
gard to the size or multiplicity of the con- 
sumers. While the commission did not op- 
pose the theory of reasonable ratcheting, 
it indicated that the extension of the 100 
per cent ratchet at this time would be un- 
sound economically and might have an ad- 
verse effect on operations. 


Rate Base and Expense Items 


Estimated capital expenditures for con- 
struction to be completed and placed in 
service during 1957 were included in the 
rate base. Later expenditures, though a 
part of the company’s 1957 construction 
program, were excluded. The claim for 


cash working capital was approved as rea- 
sonable since it represented direct op- 
erating and maintenance expenses for 
forty-five days. The materials and supplies 
allowance represented the average month- 
ly balance during 1956. 

The expense of maintaining an office 
in the financial district of New York for 
the chairman of the board was excluded 
from operating expenses for rate-making 
purposes. No showing was made that this 
expenditure was necessary to the public 
function of the company or that it af- 
forded any benefit to the consumers of gas 
and electricity. Also excluded was a final 
charge, during the test year, to write off 
retired plant. This charge would not affect 
the future period for which the rates were 
determined. 


Tax Effect of Depreciation 


The company has determined that it 
will no longer continue to claim for fed- 
eral income tax purposes the maximum 
amount of depreciation expense permitted 
under § 167 of the Internal Revenue Code 
of 1954. Beginning in 1957, it will com- 
pute the deduction on the basis of the 
straight-line method. In 1956 alone, the 
company’s income tax liability was $47,- 
000 less than it would have been under 
straight-line depreciation. 

The president of the company stipulated 
on the record that if the commission would 
allow the tax liability on the basis of 
straight-line depreciation for rate-making 
purposes, and if the company should later 
change back to accelerated depreciation, 
the resulting tax saving would be refunded 
to the consumers pro rata until such time 
as the rates could be reviewed. The com- 
mission adopted this stipulation in its 
order and allowed the tax liability based 
on straight-line depreciation. Re Housa- 
tonic Pub. Service Co. Docket No. 9515, 
January 22, 1958. 
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Extra Return Allowance in View of Contemplated 
Plant Improvements Denied 


ead a rate of return of 6.04 per 
cent, the Connecticut commission 
granted a water company about one-third 
of a requested increase in revenues. Based 
on the figures submitted by the company, 
the rate increases which it sought would 
result in a rate of return of 7.7 per cent. 
The company recognized that 7.7 per cent 
was high, but it sought to defend this rate 
on the ground that a plant improvement 
program already initiated would increase 
the rate base and thereby reduce the rate 
of return since the improvements would 
be essentially nonrevenue producing. 

The commission indicated that it could 
not, under Connecticut law, allow a return 
on property which the owner expects to 
dedicate to public service at some future 
time. 

A reasonable return can be allowed 
only on property presently in use. This re- 
turn, the commission said, should afford 
sufficient revenues to pay operating ex- 
penses, service outstanding debt and 
equity, and provide a reasonable transfer 
to surplus, so as to permit the company 
to maintain its financial stability and pro- 
vide efficient service. 


7 


Inch-foot Charge Approved 

In lieu of a present flat annual charge 
for public fire protection, the company 
proposed to establish an inch-foot and 
hydrant charge. The level of this new rate 
would result in an increase of 100 per 
cent in the charge for fire protection. 

The commission did not indicate what 
part of the allowable aggregate revenue in- 
crease would be allocated to public fire 
protection service in the rates to be sub- 
mitted later for approval. It noted that 
such service should contribute its fair 
share of total revenues. 

The commission observed that the inch- 
foot method of charging for public fire 
protection is well-established among water 
companies and has been accepted as fair 
and equitable. As the company replaces 
small lines with larger ones, as contem- 
plated, the cost to the public for fire serv- 
ice will increase under the inch-foot 
charge. However, property owners will 
benefit at the same time through reduced 
fire insurance rates, and the public will also 
benefit through improved protection. Re 
Thomaston Water Co. Docket No. 9565, 
January 31, 1958. 


Note Issue for Nonutility Financing Disapproved 


| seinem of investor interests is not 
the only consideration entering into a 
finding that a proposed security issue is in 
the public interest, said the New York 
commission. An equal, if not greater, con- 
sideration is the protection of the cus- 
tomers of the utility. The commission de- 
nied an application by New York Water 
Service Corporation for approval of an 
$8 million issue of promissory notes. 
Through condemnation awards for the 
major portion of its properties, the com- 
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pany had realized a profit of about $15 
million. Two problems confronted the 
company: First, it would have to pay a 
substantial federal tax unless the proceeds 
of the awards were invested in similar 
property. Second, some stockholders in- 
sisted that the company distribute the large 
amount of cash which it had on hand. 
The company wanted to avoid the tax 
and continue to hold the proceeds. It did 
not intend to pay out the profit in the form 
of dividends. However, it could not satisfy 
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all of its stockholders without a distribu- 
tion which would result in taxes. The com- 
mission observed that the policy of the 
company would turn it into a combination 
of public utility and investment trust, with 
the latter the predominant feature. 


Notes to Avoid Tax 


The company proposed that it be per- 
mitted to issue promissory notes which 
would be used to retire a portion of its 
stock.. This would rid the company of the 
objecting stockholders while permitting 
the retention of the cash for reinvestment, 
with the result that the tax be avoided. 

The company contended that the sole 
question before the commission was 
whether the transaction was in the public 
interest. The statute, however, requires 
a finding that a security issue is necessary 


e 


before it may be authorized. In effect, the 
company would borrow money while hold- 
ing cash and liquid assets, not necessary 
to utility operations, of nearly double the 
amount it intended to borrow. 

The commission pointed out that the 
proposed issue of notes would not benefit 
the customers of the company but, rather, 
would be detrimental to them. It would 
create a debt, not necessary to the utility 
business, which the customers might be 
obligated to pay, and it would result in 
pledging the credit of a utility for the bene- 
fit of nonutility activities. The commission 
intimated that the company could accom- 
plish its purpose by segregating utility and 
nonutility functions and protecting cus- 
tomers from the burden of a nonutility 
debt. Re New York Water Service Corp. 
Case 18302, January 28, 1958. 


Call Restriction Approved for Bonds Sold to 
Institutional Investor 


eS the Georgia commission 
approved a 5-year limitation against 
the redemption of 53 and 54 per cent 
bonds with lower-cost debt money. The 
company proposed to sell the bonds to an 
institutional investor. 

Declaring categorically that it does not 
approve of restrictive call provisions in 
bond indentures, the commission re- 
marked: “During the recent so-called 
‘tight’ money market we have approved 
restrictive provisions only with great 
reluctance and upon the insistence of 
financial experts that to do otherwise 
would make the cost of money prohibitive 
for the utility. The current changing policy 
of the Federal Reserve banks and the 
avowed intent of the federal government 
to increase the supply of money available 
bears out our earlier misgivings about ap- 
proving restrictive call provisions.” 


All that can be said in favor of the call 
restriction, the commission noted, is that 
the investor has consistently made funds 
available to the company on reasonable 
terms. It appeared that disapproval of this 
provision of the agreement might result 
in a termination of further financial aid 
from this investor. 

The company attempted to show that 
the bonds were in fact two distinct issues, 
neither of which, alone, amounted to $2 
million, and that they were therefore ex- 
empt under the competitive bidding rule. 
The commission did not expressly rule 
upon this contention but, nevertheless, 
waived the competitive bidding require- 
ment, considering that the terms of the 
agreement were reasonable aside from the 
objectionable call restriction. Re South 
Atlantic Gas Co. File No. 19440, Docket 
No, 1289-U, January 14, 1958. 
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Consolidated Tax Return Savings Added to 
Operating Income 


bi ieee New Jersey commission con- 
cluded that the New Jersey Bell Tele- 
phone Company’s claimed operating in- 
come of $26,209,000 appeared reasonable 
except that it had not given consideration 
to the substantial savings realized through 
filing, with affiliated companies, of a con- 
solidated tax return. The operating ac- 
count was adjusted to reflect such savings. 

The commission’s rate base utilized net 
investment as the primary measure of 
value, although recognition was given to 
the continuing growth of the company’s 
plant and also to the fact that any increase 


& 


in rates granted to the company was of 
necessity prospective. Evidence of value 
based on trended original cost, developed 
for the company by the use of index num- 
bers, was considered by the commission 
to be similar to a cost-of-reproduction 
study, and subject to a number of defects 
pointed out in previous decisions. 

Increased revenues authorized would 
produce a return in the range of 6 per cent 
to 6.37 per cent, which the commission 
considered fair. Re New Jersey Bell 
Teleph. Co. Docket No. 10049, December 
30, 1957. 


Order in Favor of Co-operative in Territorial Dispute 
Overturned for Lack of Supporting Evidence 


_ Indiana supreme court upheld a 
lower court in setting aside a commis- 
sion order which ruled in favor of a tele- 
phone co-operative in a territorial dispute 
with a privately owned company. The 
commission had made no findings based on 
substantial evidence to support its de- 
termination. 

The co-operative held a “certificate of 
territorial authority” in the disputed area, 
granted on the basis of a map of its 
claimed service area filed pursuant to a 
general requirement of the commission. It 
showed no real interest in the area, how- 
ever, until some industrial plants moved 
in, with the prospect of profitable tele- 
phone business. 

Indiana Telephone Corporation op- 
erated a telephone system in adjacent ter- 
ritory served by its Shoals exchange. The 
company did not file a map outlining its 
territory until a short time before the ap- 
pearance of the new industrial plants, 
when it obtained the signature of the presi- 
dent of the co-operative to a company map 
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covering the disputed territory. On the 
basis of this map, the company petitioned 
the commission for a certificate of terri- 
torial authority. About the same time it 
constructed lines into the area and com- 
menced service. The co-operative was not 
then able to construct facilities and provide 
service. The co-operative opposed the com- 
pany’s certificate request and later asked 
the commission to order the company to 
remove its facilities. 

The commission ruled in favor of the 
co-operative, ordering the company to re- 
move its lines after the co-operative had 
constructed its own lines to the industrial 
plants. Upon review, the trial court set 
aside the order. Actually the commission 
had made findings in favor of the com- 
pany on the issues of public necessity and 
community of interest (in the city of 
Shoals) with ability to serve. These find- 
ings did not support the commission’s 
order in favor of the co-operative, the 
high court ruled. The trial court was there- 
fore right in setting aside the order. 
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Invasion of Commission Domain 


But the trial court went further. It 
found that the public convenience required 
service by the Indiana company in the dis- 
puted area and ordered the commission to 
determine its boundary. The trial court 
purported to retain continuing supervision 
and jurisdiction over the further proceed- 
ings of the commission. 

The state supreme court held that the 
trial court invaded the sole province of the 
commission when it attempted to find that 
the public convenience required the In- 
diana company to serve in the disputed 
area. 

A court may not substitute its opin- 
ion on a subject matter properly within 
the judgment or discretion of the commis- 
sion and then enter an affirmative order 
requiring the commission to carry it out, 
said the high court. These affirmative 


HE Colorado commission, in authoriz- 
ing a water rate increase that would 
produce a return of 6.5 per cent, which 
the commission considered reasonable, 
commented that certain things set the com- 
pany apart from others in the utility field. 
First, the company was a small one, its 
service territory and supply of water re- 
stricting growth possibilities. Investment 
in future plant, consequently, would not 
stem from the service of additional cus- 
tomers but from improvement and replace- 
ment of existing facilities at higher costs 
without producing increased revenues. 
The company did not have the flexibil- 
ity of income, nor the ability to recover 
from other sources losses it sustained in 
its service area, which characterized large 
integrated companies. It was not as attrac- 
tive an investment opportunity as larger 
companies. Therefore, to obtain funds 
needed for system improvements, an in- 


+7 
Size and Debt Ratio Figure in Return Allowance 


orders of the trial court were therefore 
deleted from its decree, leaving the pro- 
ceeding pending before the commission for 
further action. 


Public Convenience Is Paramount 


The high court commented that a con- 
troversy over a violation of a certificate 
of territorial authority could not be re- 
garded as a mere dispute between private 
parties. The public convenience and neces- 
sity are paramount. Noting that the com- 
mission had made no finding that the 
Indiana company had acted in bad faith, 
the court observed that the public con- 
venience should not have to be sacrificed 
in order to inflict punishment in a case 
where there is no fraudulent or intentional 
flouting of the commission’s orders. 
Indiana Pub. Service Commission et al. v. 
Indiana Teleph. Corp. 146 NE2d 248. 


come sufficient to assure repayment had 
to be provided. 


High Debt Ratio 


Another unusual feature was a debt 
ratio of 90 per cent. The consequences 
were, on the one hand, that expense was 
reduced, interest payments being tax de- 
ductible; but, on the other hand, the high 
debt ratio was a less attractive invest- 
ment than one with a high proportion of 
equity, and higher yields had to be paid 
to attract capital. With the fixed obliga- 
tion so great in relation to assets, a small 
drop in revenues raised the specter of 
bankruptcy for the company. All of these 
circumstances marshaled in favor of al- 
lowing a higher rate of return. 

Operations in recent years had resulted 
in the accumulation of a loss carried for- 
ward so that no federal income tax would 
actually have to be paid for approximately 
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one year. Retention of this money within 
the company reduced the number of dol- 
lars required to be obtained through the 
rate of return. 


Retirement of Debt 


There was, however, the matter of debt 
amortization. Though the company’s pres- 
ent obligations did not require establish- 
ment of a sinking fund, it had to be recog- 
nized that outstanding debt must be paid 
and preparations made for payment, the 
commission pointed out. Depreciation 
rates were low enough so that they would 
not generate cash fully to meet these ob- 
ligations within the allotted time; after 
payment of interest, any normal rate of 
return would leave only a relatively small 
number of dollars available for surplus. 

Continuity of service and investment 
assumed that some progress would be 
made on net worth—that the company 
would not be borrowing merely to stay 
even. While the commission did not believe 
that any specific amount should be pro- 
vided “below the line’ for debt amortiza- 
tion in this case, provision had to be made 
for sufficient funds in total to meet all of 
the money demands the company faced. 


Test-year Figures 
An adjustment was made in the figures 
submitted by the company for test-year 
operating revenues. The commission noted 
that the company’s figures had included 
in the test period a season of unusually 
high precipitation and substituted, instead, 


= 


figures for a previous year which more 
nearly reflected the “average year’s” use 
of water, which depended upon the avail- 
ability of water and the amount of pre- 


cipitation during the irrigation season. 


Other Adjustments 


Another adjustment included provision 
for five-year amortization of regulatory 
expense incurred in the instant proceeding. 
Also, certain management and supervision 
expenses were adjusted to reflect the dual 
capacity of some employees, whose time 
was allocated between the water company 
and its parent. In allocating such an ex- 
pense, the commission pointed out, a study 
of the time involved was a reasonable 
method of making the proration. 

The company had included in deprecia- 
tion figures an amount representing a five- 
year write-off of pumping equipment at 
certain wells. Having failed to sustain the 
burden of proof for the necessity of the 
apparent fast write-off, the commission 
adjusted the depreciation expense so as to 
depreciate the pumping equipment over a 
period of twenty years. 

Customer advances and contributions in 
aid of construction were excluded from 
the rate base. Cash working capital allow- 
ance was included in an amount higher 
than would normally be allowed since the 
company was billing its customers on a 
quarterly basis instead of on a monthly 
basis. Re South Suburban Water Co.I1&S 
Docket No. 401, Decision No. 49312, 
January 6, 1958. 


Failure to Evaluate Benefit of Proposed Service Violates 
National Transportation Policy 


HE United States Supreme Court held 
that the Interstate Commerce Com- 
mission’s failure to evaluate the benefit 
that a proposed motor carrier service 
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might bring to the public, and to take into 
consideration the claimed benefit of re- 
duced rates, violated the National Trans- 
portation Policy, as formulated by Con- 
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gress. A motor carrier had applied for a 
certificate to provide service between 
points served exclusively by rail. The com- 
mission denied the application on the 
ground that the rail service was reasonably 
adequate. The motor carrier then sought 
to have the commission order set aside, but 
the court dismissed the complaint. On di- 
rect appeal, the Supreme Court reversed 
the lower court and remanded the cause 
to that court with directions to set aside 
the commission’s order and remand for 
further proceedings. 


National Transportation Policy 


The National Transportation Policy, 
pointed out the court, is the yardstick by 
which the correctness of actions of the 
Interstate Commerce Commission should 
be measured. The commission possesses a 
wide range of discretionary authority in 
determining whether the public interest 
warrants certification of any particular 
proposed service. That discretion, how- 
ever, must be exercised in conformity with 
the declared policies of Congress. 

The court would not evaluate the evi- 
dence according to its own notions of the 
public interest. Neither would it sum- 
marily approve the commission’s evalua- 
tion of the record without determining 
that such evaluation had been made in ac- 
cordance with congressional mandate. 


Preserve Inherent Advantages 


The National Transportation Policy re- 
quires the commission to administer the 
Interstate Commerce Act so as to recog- 
nize and preserve the inherent advantages 
of each mode of transportation. The com- 


HE Federal Power Commission would 
not permit Humble Oil & Refining 


e 
Gas Rate Contract Rejected as Initial Filing 
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mission must assess, in determining a 
motor carrier’s application for a cer- 
tificate to provide service between points 
served exclusively by rail, the inherent ad- 
vantages of the proposed service, how 
significant these advantages are in a given 
factual context, and what need exists for 
a service that can supply these advantages. 
While adequacy of rail service is a relevant 
consideration, it is not sufficient reason 
for denial of the certificate. 


Comparative Adequacy 


Relevant or comparative adequacy of 
existing transportation service is the 
significant consideration when the inter- 
ests of competition are being reconciled 
with the policy of maintaining a sound 
transportation system. To reject the car- 
rier’s application on the bare conclusion 
that existing rail service can move avail- 
able traffic, without regard to the inherent 
advantages of the proposed service, would 
give one mode of transportation unwar- 
ranted protection from competition by 
others. 

The National Transportation Policy 
was held violated by the commission’s 
failure to take into consideration the 
testimony of shipper witnesses, on the 
ground that their main purpose in sup- 
porting the application was a prospect of 
obtaining lower rates. The ability of one 
mode of transportation to operate with a 
rate lower than competing types of trans- 
portation was held to be the type of in- 
herent advantage congressional policy re- 
quired the commission to recognize. 
Schaffer Transp. Co. v. United States, 
2L ed 117. 


Company to file a natural gas rate contract 
as an initial rate for sales to Southern 
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Natural Gas Company from the Gwin- 
ville field in Mississippi. Humble already 
held a certificate covering the same acre- 
age, and an effective rate schedule was 
in force covering continued service from 
such acreage. The new contract could not 
therefore be filed as an initial rate even 
though the contract previously filed.as the 
effective rate schedule contained a termi- 
nation date of December 1, 1957. 

The new contract provided for a rate 
of 20 cents per Mcf as opposed to a rate 
of 7.2 cents per Mcf under the original 
rate schedule. The commission observed 
that the new contract was rejected with- 
out prejudice to a retender of it as a 
change in rate. 

Commissioner Digby, in a dissenting 
opinion, indicated that a hearing should 
have been granted on the certificate ap- 
plication and the new rate filing to de- 
termine whether the action was in fact an 
initial rate or an increase in an existing 
rate. The fact that the land description or 


Bus Substitution for 


HE Maine commission authorized 

the Bangor & Aroostook Railroad 
to discontinue operation of two main-line 
passenger trains and substitute bus serv- 
ice between two cities. It is well-estab- 
lished, pointed out the commission, that 
if public convenience and necessity re- 
quire the operation of services sought to 
be discontinued, they must be continued 
in spite of sustained losses, unless reason- 
ably adequate service by other means can 
be substituted. The evidence here showed 
that the proposed bus service would ade- 
quately meet the public need. 

The railroad had sustained out-of- 
pocket losses of approximately $72,000 
for 1956 from the operation of the two 
trains. Allowing depreciation and inter- 
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geographical area in the new filing may 
be the same as that in the old contract is 
not controlling, said the commissioner. 

Humble contended that the commission 
had limited the term of the existing cer- 
tificate to be coextensive with the term 
of the contract originally filed. The com- 
pany pointed out that the certificate was 
issued, in the language of the order, “as 
more fully described in the respective ap- 
plications.” Humble’s application, though 
mentioning no limitation of term, -de- 
scribed the original contract which con- 
tained a terminating date. 

The commission rejected Humble’s 
argument. There is no question of the 
commission’s authority to attach such a 
limitation, said the commission, but it does 
so only when a specific request is made 
and only upon a showing that the public 
convenience and necessity require the 
limitation. Re Humble O1l & Refining Co. 
et al. Docket No. G-13566, January 10, 
1958. 


Passenger Trains 


est on investment, the railroad would 
have saved approximately $124,000 if the 
trains had not been operated. In 1957, a 
similar out-of-pocket loss was incurred. 


Attempts to Maintain Service 


The commission found that the rail- 
road had done all that was reasonable and 
economically feasible to encourage passen- 
ger traffic, without success. It had pur- 
chased diesel locomotives, modern passen- 
ger coaches, and Pullman cars. All trains 
had dining cars serving reasonably priced 
meals. Passenger service had been adver- 
tised extensively. 

Public relations “gimmicks,” such as 
free breakfasts for Pullman passengers, 
had been tried and a full-time passenger 
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sales representative had been employed. 
Railroad witnesses maintained that the 
railroad had adopted a liberal fare struc- 
ture and, in an effort to increase passen- 
ger business, had established reduced ex- 
cursion fares. In spite of all such efforts, 
passenger traffic continued to show a de- 
cline and costs were rising. The private 
automobile had displaced the railroad as 
a prime transporter. 

The commission agreed that the sub- 


PROGRESS OF REGULATION 


€ 


stitution of buses for trains would con- 
vert the railroad’s highway operation 
from a small deficit to a rather substan- 
tial profit (approximately $44,000 in 
1958). First-class and preferential mail 
presently handled by the trains discontin- 
ued would receive reasonably adequate 
handling by bus, although parcel post 
would be slowed somewhat. Maine Pub. 
Utilities Commission v. Bangor & A. R. 
Co. FC No. 1531, October 25, 1957. 


Certificate Extension Affirmed Despite 
Instances of Duplication 


Ef dne Oklahoma supreme court affirmed 
a commission order granting the ap- 
plication of a motor carrier for a certifi- 
cate authorizing it to operate in a larger 
territory. The court held that the commis- 
sion order was sufficiently supported by 
evidence of public necessity and conven- 
ience although the extension might in 
some instances give additional service or 
duplicate service of other carriers be- 
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tween certain intermediate points for 
which no present need was shown. 

The court noted that, on appeal from a 
commission order granting a certificate, 
it was required to review the evidence 
and had to sustain the order appealed 
from, if it was supported by substantial 
evidence. Mistletoe Express Service v. 
Oklahoma Corp. Commission et al. 316 
P2d 865. 


Financial Ability Figures in Transfer of Carrier 
Authority 


© pees factors remaining equal, it is 
not against the public interest to per- 
mit a carrier in a weakened financial con- 
dition to retire from the field and be 
succeeded by a well-financed and qualified 
operator, said the Utah commission. Thus, 
the commission in effect authorized the 
transfer of hauling authority from one 
such operator to the other. Under the 
commission’s rules, however, the transfer 
must be accomplished by cancellation of 
the existing certificate and issuance of a 
new one. 

The new carrier had been operating a 
hauling business under an_ ostensible 


lease whereby he hired his own employees 
and operated and maintained his own 
trucks for the account of another certifi- 
cated carrier. The commission thought 
this arrangement was more in the nature 
of a brokerage or transportation-for-hire 
arrangement, the legality of which was at 
least questionable. 

A protesting carrier contended that the 
proposed transfer would endanger its fi- 
nancial position as well as that of other 
competing carriers in the area. It ap- 
peared that the transferee was otherwise 
well-qualified to perform the proposed 
service. The existing certificate was in 
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good standing upon the records of the 
commission. 

The commission noted its long-stand- 
ing practice of permitting such transfers 
without a full showing of convenience 
and necessity on the part of the new car- 
rier if the authority of the retiring car- 


e 


rier, as here, is active and in good stand- 
ing. The primary concern in cases of this 
type, the commission indicated, is the 
public interest as distinguished from the 
narrow interest of competing carriers. Re 
Fincher, Case No. 4520, December 3, 
1957. 


Refund to Gas Company Results in Larger 
Refund to Consumers 


I an interlocutory order an Iowa dis- 
trict court set forth the principles gov- 
erning an adjustment of a refund pre- 
viously ordered to be paid by Iowa-Illinois 
Gas & Electric Company to firm gas cus- 
tomers in Fort Dodge. 

The refund was required as a result of 
excessive charges collected by the utility 
during the period of an injunction against 
confiscatory ordinance rates. The company 
had failed to allocate a sufficient part of 
the cost of service to interruptible cus- 
tomers and had overcharged firm users. 
A retroactive rate reduction by the com- 
pany’s supplier, Northern Natural Gas 
Company, relating solely to the demand 
charge, made it necessary to correct the 
amount of the refund to firm consumers. 
Under the cost formula used by the 
court, in determining the original refund, 
Northern’s refund to Iowa-lIllinois re- 
duced the cost of serving firm customers. 
An increase in the amount of the retail 
company’s refund was therefore neces- 
sary. 

Iowa-Illinois contested this use of the 
formula. It contended that the court should 
simply trace the excess collected by the 
supplier into the retail company and out 
to the consumers in the same amount. The 
court pointed out that the cost of gas—to 
which the supplier’s refund was only an 
adjustment—did not simply go in one side 
of the utility and out the other. The only 
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correct method, said the court, is to as- 
certain the supplier’s final, total charge 
and apply to it the formula which was 
settled upon when the case was originally 
decided. 

Iowa-Illinois asserted that this method 
would result in a larger refund to its cus- 
tomers than the utility itself received 
from its supplier. However, the formula 
required 100 per cent of the rate charged 
by the supplier to be paid by the firm and 
interruptible users, so that the portion not 
borne by one class would fall on the other. 
The refund from the supplier had the ef- 
fect of reducing the demand charge. 

The company argued that, as Northern 
increased its charges during the refund 
period, the company had entered into pri- 
vate agreements with its interruptible cus- 
tomers increasing their rates and under- 
taking to refund specified amounts in the 
event Northern’s rates were not upheld. 
In view of these agreements, Northern’s 
refund would not be sufficient to satisfy 
the refund liability under the agreements 
and also meet the refunds to firm custom- 
ers as required under the court’s formula. 

The court noted that the utility came 
under a very heavy responsibility when, 
under the temporary injunction against 
the ordinance rates, it was freed to fix 
and apply its own rates. The court could 
not later be estopped to make the firm 
customers whole merely because the com- 
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pany had entered into these private agree- 
ments to pay larger refunds to interrupt- 
ible customers than might have been war- 
ranted. The court ordered further proceed- 
ings to permit the parties to file reports 


v 


showing the amount of the excess collected 
from the metropolitan firm customers for 
the period of the injunction. Jowa-Illinots 
Gas & E. Co. v. City of Fort Dodge, Civil 
No. 34033, December 26, 1957. 


Competition under Void Certificate May Be Enjoined 


HE supreme court of Nebraska re- 
versed and remanded a trial court’s 
judgment dismissing an action by motor 
carriers holding valid certificates for an 
injunction against competing operations 
by a carrier holding a certificate alleged 
to be void. In doing so the court held that 
a certificate issued without the filing of an 
application, giving of notice to interested 
parties, and a hearing thereon was void. 
The court pointed out that the power 


of the commission to issue a certificate is 
predicated upon compliance with such 
procedural requirements. Operation by a 
common carrier under a void certificate 
in the area of companies holding valid 
certificates constitutes an invasion of the 
property rights of the valid certificate 
holders. Consequently, an action for in- 
junctive relief by such parties may prop- 
erly be maintained. R. B. “Dick” Wilson, 
Inc. v. Hargleroad et al. 86 NW2d 177. 





Other Recent Rulings 


Emergency Fare Increases. A railroad 
redevelopment corporation was granted 
authority to increase passenger fares, the 
New York commission holding that fail- 
ure of the company’s management to no- 
tify the commission and the board of di- 
rectors that rebuilt trucks had been used 
instead of new trucks, in carrying out the 
overall objective of the car rehabilitation 
program, did not constitute a bar to au- 
thorization of the new schedules. Re 
Long Island R. Co. Case 18179, Novem- 
ber 12, 1957. 


Rail Freight Rates Up. Railroads, cit- 
ing interstate rail freight rate increases, 
obtained authority from the Wisconsin 
commission to increase intrastate freight 
rates to provide for rising operating costs. 
Re Railroad Freight Rates and Charges, 
2-R-3227, December 31, 1957. 


Passenger Train Discontinuance. The 
New York commission authorized a rail- 
road to discontinue operation of two 
passenger trains between certain points 
where, although the company’s presenta- 
tion of the case was subject to criticism, 
evidence indicating, among other things, 
that patronage had been less than the 
number of the train crew, was sufficient to 
justify discontinuance. Re New York C. 
R. Co. Case 18520, December 2, 1957. 


Train Discontinuance. The New York 
Central Railroad was denied authority to 
discontinue certain trains between Syra- 
cuse and Rochester on its Auburn branch 
where public convenience and necessity 
outweighed the financial loss resulting 
from continued operation, the commis- 
sion commenting that the railroad had de- 
liberately attempted to lose business by 
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failing to list the trains in a timetable, 
and that a railroad which saw fit not to 
hold its services open to the public could 
not be heard to complain that the public 
did not patronize it. Re New York C. R. 
Co. Case 18519, December 2, 1957. 


New Water Facilities. The Wisconsin 
commission authorized the city of Fond 
du Lac to construct water facilities to pro- 
vide additional supplies where the new 
facilities would not add to the cost of 
service without proportionately increas- 
ing the value or availability of service. 
Re City of Fond du Lac, CA-3563, De- 
cember 31, 1957. 


Working Capital Allowance. The Con- 
necticut commission disallowed a small 
water company’s claim for a working cap- 
ital allowance where ample funds were 
received from advance billings to enable 
the company to carry on normal opera- 
tions, the commission commenting that 
to allow the company’s claim would re- 
quire patrons to provide working capital 
through advance payments and thereafter 
to pay a return on their own money in the 
form of higher rates. Re Sharon Water 
Co. Docket No. 9544, December 13, 1957. 


Telephone Mileage Steps. The Califor- 
nia commission, in an interim order, au- 
thorized four telephone companies to in- 
crease mileage steps for multimessage unit 
service to coincide with short-haul toll 
mileage steps, although denying a request 
to increase multimessage unit rates, where 
the commission found that uniformity of 
mileage steps and multimessage unit rates 
in the area were in the best public interest, 
and the increased revenues would make 
that element of telephone operations self- 
sustaining and, in so far as possible, carry 
its full and equitable share of the burden 


of providing revenues. Re Pacific Teleph. 
& Teleg. Co. et al. Decision No. 55936, 
Application No. 39309, Case Nos. 5974, 
5983, December 10, 1957. 


Rate Differential. The Wisconsin com- 
mission considered a 25 per cent differ- 
ential between rates charged residents of 
a city for water service and rates charged 
customers located outside of the city 
reasonable because of the relatively 
greater distances involved and resultant 
greater cost per customer, while the same 
differential in rates for public fire protec- 
tion service was considered unreasonable 
because such charges are largely related 
to investment; when rates are determined 
for each hydrant and foot of main, the 
location and relative density of general 
service customers has no material effect. 
Re Wisconsin Power & Light Co. 2-U- 
4841, November 29, 1957. 


Preferred Stock Issue. In a supple- 
mental order, the Federal Power Com- 
mission approved a sale of preferred 
stock by an electric company under an 
underwriting agreement at a price of 
$100 per share, with a dividend rate of 
$4.80 per share and an underwriting com- 
mission of $1.90 per share. Re Jowa Pow- 
er & Light Co. Docket No. E-6793, Jan- 
uary 13, 1958. 


Dual Authority. The grant of a motor 
transportation broker’s license and a ra- 
dial highway common carrier permit to 
the same operator goes contrary to public 
interest, according to the California com- 
mission, since there would be confusion 
as to which authority the licensee is op- 
erating under. Re Kohrt (P & B Motor 
Transportation), Decision No. 54902, 
Application No. 38255, April 22, 1957. 
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Industrial Progress 


Northern States Power Plans 
$54,000,000 Expansion 


NORTHERN States Power Com- 
pany plans to invest more than $54,- 
000,000 in construction and new fa- 
cilities in 1958, company officials re- 
ported recently. 

NSP’s expenditures for 1958 are 
part of a continuing construction pro- 
gram that will see an estimated $175,- 
000,000 invested in the next thrée 
years. In the past 10 years, including 
1957, the company’s construction ex- 
penditures totaled $381,100,000. 

“We anticipate that our company’s 
growth pattern of the past will con- 
tinue in the future and that the next 
10 years will see our business doubled, 
just as it has in previous decades,” 
said Allen S. King, president of NSP. 
“We have always had more than 
enough power for all users in the past, 
and our continuous construction pro- 
gram is geared to keep the power sup- 
ply well ahead of the growing use of 
electricity on farms, in factories, and 
in homes throughout our service 
area.” 

Breaking down NSP’s budget by 
divisions reveals that St. Paul has the 
largest allocation with nearly $20,- 
000,000. More than half of this is for 
construction of a new 156,000-kilo- 
watt generating unit at High Bridge 
plant. Work was started on this unit 
last year. New construction planned 
to be initiated in 1958 calls for ex- 
penditures of $8,900,000, with an ad- 
ditional $10,548,000 going toward 
building the new High Bridge unit, 
bringing the total for the St. Paul di- 
vision to $19,448,000. 

Expenditures planned for Minne- 
apolis division under the 1958 budget 
tctal $10,000,000. 

Other 1958 budget allocations by 
divisions include $2,543,700 for Still- 
water, $1,955,900 for Minnetonka, 
$1,423,300 for Faribault, $1,547,200 
for St. Cloud, $1,383,600 for Grand 
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Forks, $1,701,600 for Fargo, $842,- 
400 for Minot, $1,301,200 for South- 
western (Montevideo), $2,502,800 
for Sioux Falls, including research 
and development on the atomic plant, 
and $349,800 for Mankato. 

In addition, preliminary estimates 
for NSP of Wisconsin indicate total 
allocations of $9,000,000 for new con- 
struction and improvements for 1958. 


Florida Power & Light Plans 
$75,000,000 Expansion in 1958 


FLORIDA Power & Light Company 
plans to spend a record $75,000,000 
on expansion in 1958. Its construction 
budget last year was $66 million, ac- 
cording to McGregor Smith, chair- 
man. 

The company said engineering es- 
timates indicate it will spend $316,- 
000,000, including the 1958 budget, 
on expansion in the next four years. 
In the last six years, Florida Power & 
Light has been spending at an aver- 
age rate of $42,000,000 a year for new 
construction. In the next four years, 
the rate will be stepped up to an aver- 
age of $79,000,000 yearly. Expendi- 
tures for the 10-year period began in 
1952 will total about $567,000,000, 
up from an original estimate of $332,- 
000,000, the company said. 

When the expansion program be- 
gan in 1952, the utility had a capacity 
of 502,000 kilowatts. Capacity cur- 
rently is 1,160,000 kilowatts and by 
the middle of 1961 the company ex- 
pects to have a capability of 2,120,000 
kilowatts. 


Westinghouse Opens 1958 
"Power-Up" Road Show 


WESTINGHOUSE Electric Corpo- 


ration has “hit the road” with a pro- 
fessionally acted and directed theatri- 
cal show designed to remind Amer- 
ica’s expanding industry that so far 
it is electrically underpowered. 


The 1958 “Power-Up” 1 
has been booked to play in : 

125 cities throughout th: 
States between now and mi 
Target for the company’s : 
prehensive sales promotio: 
field will be those who have a ‘ 
in what kind of equipmen 
installed in new or remode) 
trial, commercial or instituti 
buildings. 

Westinghouse officials estimate 
some 20,000 representatives of | 
industrial companies, electrical 
tractors, consulting engineers 
architects will see the 90-minute J 
duction. To carry out the prog 
Westinghouse has asked for the 
operation of approximately 175 4 
tric utilities—practically all the po 
producers in America’s  indust 
markets. 
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Anchor Metals Names McMuffting 


Mgr. of Sales, Fort Madison 


SAMUEL A. McMULLAN of P 
burgh, Pennsylvania, has been nat 
manager of sales and engi: cer 
the Fort Madison, Iowa, 
Anchor Metals, Incorpo atec 
Hurst, Texas. The comp: iy 
gaged in the manufacture ©. ¢ 
transmission towers and > v 
structures. 

Mr. McMullan _ joine: 
Metals on January 20th, H 
tracting engineer with the 
Bridge division, U. S. Ste 
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; H» had previously been with 
ls iron Works Company in 
surg) for six years and with 
-Knox Steel Company of Pitts- 
rh, a'30 for six years. 

le has had more than 25 years’ 
iene in structural steel design, 
st 13 devoted exclusively to the 
| trensmission tower industry, 
jing design, estimating, and en- 
ering problems. 

hnchc: Metals, Incorporated, with 
uwtive offices in Hurst, Texas, 
med the Fort Madison division in 
ember of 1957 to serve the north 
ral area of the United States. 
lyde 1°. Mooney is Anchor Metals 
ident and R. J. Van Somer is sales 
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1 Unfager and chief engineer. W. J. 
) sumrgplerson is executive manager at 







tt Madison and Darrell McLemore 
roduction manager. 
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sburgh Consolidation Coal 
Opens Testing Laboratory 
TSBURGH Consolidation Coal 
mpany recently announced the 
ning of a Coal and Coke Testing 
ratory, located in Library, 
misylvania. 
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mae BP urpose of the laboratory is to pro- 
prog facilities for a constant check on 
ir the ng qualities of. Pitt Consol coals 
175 qt its various mines, and to make 
the po h facilities available to the metal- 
indusgsical industry for use in testing 
ls in which they are interested. 

y spol he testing program carried on in 
t that @boratory will make possible pe- 
he facile. checks of coking coal blends, 
ation’ ql as to the qualities of individual 
hat aff’: Results of these studies can be 
n theg’zed to demonstrate to customers 
ought coking possibilities available to 





m, 
\nnouncements will shortly be 
theon'ing to advise the date of an 
cial inspection of these facilities. 
tof the firm. The company is a 
g-estallished manufacturer of 
ich ging, backfilling and com- 
ting + achinery. 


. E. Orton Named Assistant 
General Manager of the 
Cleveland Trencher 

E appointment of Raymond E. 
ton a. assistant general manager 
The C'eveland Trencher Company 
‘ beeri announced by Vincent S. 
tote, »resident and general man- 
Prior ‘o his appointment at Cleve- 
cl Pre icher, Mr. Orton was man- 
was Gir of cugineering in the Automatic 
\merifnsportation Division of Yale and 
| torfibwne Manufacturing Company, 
cH Imago. Previously he was for nine 
es 
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years treasurer and general manager 
of the Orton Crane and Shovel Com- 
pany and, for ten years before that, 
chief engineer of the Acme Steel 
Company, both Chicago firms. 

Mr. Orton is the author of many 
technological papers, published in na- 
tional technical journals, on the sub- 
ject of industrial materials applica- 
tions. 


F. M. Nolan Named Sales 
Manager, A-C Switchgear Dept. 
APPOINTMENT of Frank M. No- 
lan as manager of sales, switchgear 
department, has been announced by 
Allis-Chalmers, 

Mr. Nolan joined Allis-Chalmers 
in 1943. Upon completion of the 
firm’s training course for graduate 
engineers he served successively as 
an assistant engineer in engineering 
development, a product specialist in 
industrial sales, and an application en- 
gineer in the switchgear department. 


Dravo Corp. Supplying Piping 
For Ohio Edison Plant 
DRAVO Corporation, Pittsburgh, is 
supplying fabricated alloy steel piping 
for a new power plant on the Ohio 
river for Ohio Edison Company of 
Akron. The new facility is located at 

Stratton, Ohio. 

The station will house four turbine 
generators, each rated at 170,000 KW. 
The turbines will be powered by 
boilers providing steam at a pressure 
of 2400 psi at 1050 degrees (F), and 
reheat at 1000 degrees (F). 

Dravo’s role in the construction in- 
cludes the fabrication of all piping for 
Units 1 and 2, and the fabrication of 
main steam lines, hot and cold reheat 
and boiler feed lines for Units 3 and 4. 
Using chrome-moly steel, Dravo will 
fabricate the piping at its Marietta, 
Ohio shops. 


Booklet Describes Arps New 
One-Man Trencher 


THE Arps Corporation announces 
the publication of a 4-page catalog de- 
scribing the new, one-man operated 
trencher . , . the Arps Trench-Devil, 
Model Jr. The compact new trencher 
is said to be ideal for gas or water 
line trenching, electric cable installa- 
tions, telephone installations, lawn 
sprinkler systems, and similar light 
trenching jobs. 

Easily transported and put into op- 
eration by one man, the Trench-Devil 
digs a trench 2? in. wide and up to 
20 in. deep. The booklet may be ob- 
tained by writing direct to Arps Cor- 
poration, New Holstein, Wisconsin. 





West's Most Powerful Turbine- 
Generator Bound For PG&E 


THE Westinghouse Electric Corpo- 
ration is building a 3600-rpm turbine- 
generator for the Pacific Gas and 
Electric Company. 

With a guaranteed capacity of 300,- 
000 kilowatts, the unit is expected to 
generate up to 325,000 kilowatts; 
boosting by almost 50 per cent, the 
capacity of the PG&E’s Pittsburg, 
Calif. power plant. The turbine-gen- 
erator will go into service in 1960. 

Weighing almost 1300 tons, the tur- 
bine-generator will operate at 1050 de- 
grees F and 2400 psi. The unit will be 
installed outdoors. 

Purchase of the Westinghouse tur- 
bine-generator is part of an expansion 
program to double the Pittsburg pow- 
er plant’s capacity, authorized last 
year by PG&E’s Board of Directors. 


Look Announces Award Winners 
Of Annual Adequate Wiring 
Competition 


FOR “outstanding achievement in the 
promotion of adequate wiring,” four 
members of the electrical industry 
have been named for top honors in 
the annual Adequate Wiring Awards 
competition conducted by Look Maga- 
zine. In addition to the trophy win- 
ners, two other members have been 
awarded Special Citation plaques, and 
eight have received Honorable Men- 
tion awards. 

The Look Adequate Wiring 
Awards, known as the “Oscars” of 
the electrical industry, were presented 
to the 1958 winners on February 20th 
at the 14th Annual Conference of the 
National Wiring Bureau in Detroit. 

The annual competition was in- 
augurated four years ago by Look. 
Each year the competition focuses at- 
tention on the successful efforts of in- 
dustry members to solve the problem 
of inadequate wiring. 

Winners of the 1958 Adequate 
Wiring trophies include two utility 
companies, an electrical contractor 
and an electrical distributor. The two 
utilities are: 

Niagara Mohawk Power Corp., 
Albany, N. Y., Community Service 
Award for Utility Companies (over 
250,000 meters). 

Dayton Power and Light Co., Day- 
ton, Ohio, Community Service Award 
for Utility Companies (under 250,- 
000 meters). 

Eight members of the industry re- 
ceived Honorable Mention plaques. 


(Continued on page 30) 
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The following utilities are in this 
group: 
(Utilities over 250,000 meters) 
® Connecticut Light and 
Co., Hartford, Conn. 
® Long Island Lighting Co., Mine- 
ola, N. Y. 
@ West Penn Power Co., Greens- 
burg, Pa. 


® Towa Electric Light and Power 
Co., Cedar Rapids, Iowa 

@® Montana Power Co., 
Mont. 

® United Illuminating Co., Bridge- 
port, Conn. 


New Delta-Star Offices Opened 
DELTA-STAR Electric Division, H. 
K. Porter Company, Inc., has opened 
a new office at 325 Chestnut street, 


Butte, 


Power 


Philadelphia 6, Pa., with a staff headed 
by Ralph M. Bozarth and including 
Walter W. Dearolf and John Reifen- 
berger, all well known engineers in 


in Roanoke, Va. and Baltimore, Md., 
managed by Herbert O. Arnold and 
Norman E., Shipley respectively, who 
are also well known engineers in the 
ast and Southeast. 

Though these offices are newly 
opened, the name of Delta-Star has 
been recognized for many years 
through long-established sales repre- 
sentation in these states. Delta-Star 
has been providing quality high volt- 
age equipment to the public utilities 
of the Delaware Valley region for 
fifty years. Products include complete 
made-to-order substation structures, 
all types of air switches and discon- 


nects obtainable with thoroughly 
pendable interrupter devices, geng 
tor buses, distribution transform 
lightning arresters, insula‘ 
nectors, and related equipme 
The new offices, staffed 7 
neers having utility field es 
will be able to give better ens; 
service and personal attent 
preblems of the high voltaze 
industry because their inter 
the application and service 
Star equipment only. 


Transcontinental Gas | 
$165,100,000 Expansion » 
TRANSCONTINENTAL 
Line Corporation, Houston 
applications recently with tl 

(Continued on page . 
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New Issue 


Goldman, Sachs & Co. 


Smith, Barney & Co. 


February 18, 1958. 





The First Boston Corporation 


Carl M. Loeb, Rhoades & Co. 
Stone & Webster Securities Corporation White, Weld & Co. 


250,000 Shares 


($100 par value) 


Price $100 per share 


(Plus accrued dividends, if any, from February 25, 1958) 


Harriman Ripley & Co. 


Incorporated 


Eastman Dillon, Union Securities & Co. 


Kidder, Peabody & Co. 


Incorporated 


Blyth & Co., Inc. 


Niagara Mohawk Power Corporation 
Preferred Stock, 4.85% Series 


This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. Copies of the Prospectus are obtainable 
in any State from only such of the undersigned and such other dealers as 
may lawfully offer these securities in such State. 


Drexel & Co. 
Glore, Forgan & Co. 
Lehman Brothers 


Merrill Lynch, Pierce, Fenner & Beane 
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—and want Kerite insulation for a special application 
or unusual condition, you have only to lift the 
phone. Kerite specialists can show you cables for 
a wide variety of end uses and conditions. 

Each combines Kerite insulation with outer cover- 
ings of the most advanced material and engineering. 
Each provides maximum service reliability and 


KERITE 


Lo the KERITE That makes The oligenence 


if you have a cable problem... 


economy. And each has been proved on actual jobs. 
As cable experts will confirm, no other cable can 
match this record of performance. We believe you 
will be impressed by the evidence. 
Our headquarters is at 30 Church St., New York 7. 
Branches are in Ardmore, Pa., Boston, Cleveland, 
Chicago, Houston, San Francisco, Glendale, Cal. 


CABLE 


we 18 Reap, 
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Power Commission for authority to 
build $165,100,000 of facilities. 

Transcontinental said it wants to 
build 145 miles of pipeline laterals 
extending from its producing fields in 
Lafourche and Saint Charles Parishes, 
La., at a cost of $14,100,000. 

In another application, Transcon- 
tinental proposes to add $3,000,000 of 
new facilities to several main line sta- 
tions servicing Atlanta Gas Light 
Company, Atlanta, Ga. 

The company also wants to build 
566 miles of transmission line and 
other facilities at a cost of $135,800,- 
000 to connect new gas supply sources 


in southern Louisiana, Texas and off- 
shore Louisiana. 

In a fourth application, Transcon- 
tinental joined with New York State 
Natural Gas Corp., Pittsburgh, and 
Texas Eastern Transmission Corp., 
Shreveport, to build storage pools at 
ar initial cost of $12,100,000. 


Okonite Issues Booklet, "How to 
Choose Insulated Cable" 


HINTS for electrical cable buyers on 
selecting the proper cable construction 
are contained in the new 20-page 
bocklet, “How to Choose Insulated 
Cable,” just released by The Okonite 














NEW_ISSUE 


South Carolina 


This is not an offer of these Securities for sale. The offer is made only by the Prospectus. 


369,694 Shares 


Company 


Electric & Gas 


Common Stock 


(Par Value $4.50 Per Share) 


South Carolina Electric & Gas Company is offering to holders of its Common 
Stock the right to subscribe to additional shares of Common Stock on the basis of 
one share for each ten shares held of record on February 26, 1958, with additional 
subscription privileges, as set forth in the Prospectus. Warrants evidencing 
such rights will expire at 3:30 P.M., New York Time, on March 12, 1958. 


Subscription Price $21.50 per Share 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may lawfully offer these securities in such State. 


Kidder, Peabody & Co. 
Carl M. Loeb, Rhoades & Co. 
Hornblower & Weeks 
Estabrook & Co. 


Eastman Dillon, Union Securities & Co. 
Wertheim & Co. Clark, Dodge & Co. 
Equitable Securities Corporation Laurence M. Marks & Co. 
The Robinson-Humphrey Company, Inc. Schoellkopf, Hutton & Pomeroy, Inc. 

Shields & Company G. H. Walker & Co. 


February 27, 1958. 























Company, Passaic, New Jersey, 
easy-reading style it emphasizes 
importance of examining al] the 
surrounding each installation tq 
sure of obtaining the right cable 
the job. 
Included is a typical ch: ck-lis 
the many technical points 
ered when preparing to ; 
electrical cable circuit. C:' 
will find it a handy remin 
information needed when c 
a cable problem or discuss 
a cable manufacturer. Al 
out is the part a cable ma: 
can and should play in as 
performance of any cable | 
Copies of this booklet, 
sized aid to cable-selection, 1 \ay 
tained by requesting Bull:tin | 
from The Okonite Company. 


Ansonia Names Power 
Cable Specialis: 
APPOINTMENT of John L., Ma 
as Marketing Specialist in the po 
utility field for The Ansonia Wir 
Cable Company was announced 
cently by A. J. W. Novak, the eq 
pany’s general sales manager, Sam 
1954, Mr. Marsh has been a s 
engineer for the Ansonia compan 
New York and New England. 
Designation of Mr. Marsh as po 
utility marketing specialist, accord 
to General Sales Manager Nova 
in line with Ansonia’s plans for di 
sification. Since moving to its ¢ 
pletely modern new plant at Ashf 
R. I. in 1956, the company has 
searched and developed Ans 
Ankoseal plastic cable on such an 
tensive scale that “the time has c 
for marketing specialization in eact 
the specific markets we serve.” 
In his new capacity, Mr. Ma 
will be based at the Rhode Isl 
headquarters of Ansonia, descril 
as “the oldest name in plastic cal 
in the most modern plant devoted 
tirely to producing plastic cables.” 


Niagara Mohawk's Generati 
Capability Nearly Three 
Million Kilowatts 
IN 1957 the Niagara Mohawk Po 
Corporation made a great:r inv 
ment in the growth of it: busi 
than in any previous year. Earle 
Machold, president, annour ed im 
company’s Annual Report. [he « 
pany’s additions to its electr’c and 
facilities during the year in: rease 
investment in Upstate Nev York 
over a billion dollars. 
This expansion program incréa 
(Continued on page .\4) 





GUARDING YOUR METER INVESTMENT . i 
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METER 
ACCURACY 
PROTECTED 


by quality socket 





Today’s improved meters demand a mounting that will help sustain 
high accuracy and help protect meter life over a period of 30 years 
or more. No matter how accurate the meter—a poor quality socket 
can mean less dependability . . . meter failures and lost revenue. 

To help meter men protect today’s quality meters with a genuine 
quality mounting, General Electric designed the rugged S-1 Square 
Meter Socket. It’s designed specifically to help protect meter per- 
formance over the life span of the meter it serves. Made of strong, 
lightweight, die-cast aluminum, the S-1 is easy to install. It has 
external hubs, large inside working space, lay-in type terminals 
requiring only 45-degree wire bend. You get true versatility from 
the S-1 since it comes with two, one, or no hubs, pre-scored 
positive knockouts and it can be mounted either vertically or 
horizontally by simply interchanging terminals 90 degrees. 

You get safety protection with a choice of lay-in bus-type or 
serrated strap terminals—both with positive ground. For the life 


ny has 


uch an 
> has ec 
1 in eacl 
ve,” 


Ir. Ma 


of a meter, the rugged, weather-tight construction of the S-1 
gives solid protection from severe weather conditions. The long- 
life dependability of this versatile 100-amp capacity socket pro- 
vides real protection for your investment in meter accuracy. 
General Electric Company, Schenectady 5, N. Y. 628-14 


Progress Is Our Most Important Product 


GENERAL @@ ELECTRIC 
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the System’s electric generating ca- 
pability to nearly three million kilo- 
watts. Construction projects now un- 
derway will add another 600,000 kilo- 
watts by the end of 1960. To expand 
its natural gas service, Niagara Mo- 
hawk constructed 200 miles of mains 
during 1957. 

The report states that the number 
of electric customers served by Niag- 
ara Mohawk increased to a total of 
1,073,000 and sales of electric energy 
in 1957 totaled 16.6 billion kilowatt- 
hours. Gas customers increased to 
344,000 and the year’s sales totaled 
44.7 billion cubic feet. 


Barber-Greene Increases 
Maximum Depth of 
"Runabout" Ditcher 


BARBER-GREENE’S Model 705-B 
“Runabout” Ditcher, used throughout 
the United States and in many foreign 
countries by utilities suppliers, rail- 
roads, telephone companies, contrac- 
tors and governmental bodies, now 
features a maximum digging depth of 
56 inches. 

This represents an increase of 8 
inches in maximum digging depth over 
the former 48 inch maximum. The 
new longer boom will also cut the full 


This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW_ISSUE 


February 20, 1958 


100,000 Shares 
Northern Illinois Gas Company 


range of widths, 54 inches, 7} ing 
and 104 inches, which the “Runab 
has featured since its introduction; 

The “Runabout” with 
longer boom, also features 
Greene’s exclusive all-hydra 
finitely variable, crowding spe 
trol, “Hydracrowd ;” a 15 m.ph, 
speed, an optional hydraulica!|y 
discharge conveyor, a comfort 
weather operator’s cab, a 
pling between power unit ; 
mechanism and a special d 
which aids traction on mud 
feeding power to whiche 
wheel may be on firmer fo: 
the other. 

Complete information on the “ 
about’”” may be obtained f 
Barber-Greene distributor, « 
from either Barber-Greene ( 
400 N. Highland ave., Auro: 
Barber-Greene Canada Ltd. 
Greene Road, Don Mills, 
Canada. 


G-E Announces New Bulleti 
On Nuclear Fuel Elements 
THE General Electric Atomic Po 


Bart 
Ontar 


com] i 
mi-tra! 
will 1 
e-phase 
3. 800Y 
switch 
lightnit 


5% Preferred Stock 


(Cumulative—Par Value $100 Per Share) 


er [Equipment Department has ; 
nounced a new bulletin describing : 


Price $101 per share 


plus accrued dividends from date of issue 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
A.G. Becker &Co. Blyth & Co., Inc. 
Incorporated 
Lehman Brothers 
Stone & Webster Securities Corporation 
Bacon, Whipple & Co. 
The Illinois Company 


Incorporated 


Julien Collins & Company 


Goldman, Sachs & Co. 

Merrill Lynch, Pierce, Fenner & Beane 

White, Weld & Co. 
Bear, Stearns & Co. 

Salomon Bros. & Hutzler 

Demin: & D 


Glore, Forgan & Co. 
Hornblower & Weeks 
Smith, Barney & Co. 
Dean Witter & Co. 
William Blair & Company 
Bache & Co. Blunt Ellis & Simmons 


ick Equitable Securities Corporation 





Farwell, Chapman & Co. 
Lee Higginson Corporation 
Paine, Webber, Jackson & Curtis 
Shearson, Hammill & Co. 
John W. Clarke & Co. 
Francis I. duPont & Co. 
The Milwaukee Company 
F. S. Yantis & Co. 


Incorporated 


Carl McGlone & Co., Inc. 


Hallgarten & Co. 
McCormick & Co. 
Reynolds & Co., Inc. 
Spencer Trask & Co. 
Cruttenden, Podesta & Co. 
Fulton Reid & Co., Inc. 
Mullaney, Wells & Company 
First of Michigan Corporation 


Raffensperger, Hughes & Co. 
Incorporated 


Hemphill, Noyes & Co. 

F. S. Moseley & Co. 

L. F. Rothschild & Co. 

G. H. Walker & Co. 

RS Dion Company 
Goodbody & Co. 

Rodman & Renshaw 
Hickey & Co., Inc. 


Reinholdt & Gardner 





partment facilities for fabrication 
nuclear fuel elements. The four-p: 
illustrated bulletin, GEA-6762, 

scribes the department’s integrat 
commercial facilities for design, | 
velopment, fabrication and testing 
both plate and rod-type nuclear ft 
elements for all types of reactors. T 
bulletin includes photographs 

drawings of fuel elements being pr 


Conductor Division, Kaiser 
Aluminum 


sales department of Kaiser Aluminu 

& Chemical Corporation’s recent 
established Electrical Conductor Div 

sion have just been announce: by Ginswer: 
lette N. Houck, division sales ma 

ager. 

They are, J. C. Ferguson, pr 
manager; R. J. Harrison, : 
product manager ; H. F. Joh 
ministrative manager ; and th 
gram coordinators including 
Leuver, industrial, light and | 
H. H. Weber, utilities; and 
Ward, distributors and ware 

The appointments, according 
Houck, are in conjunction w! 
organization of the Electrical Cond 
tor Division’s new general sales off 
in Chicago. 
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PCO to Spend $60,000,000 
On Construction in 1958 


\C Electric Power Com- 
‘expects to spend $60,000,000 on 
truction this year, according to 

‘ann, president, This is the 

vtlay for a single year in 

;h:story. Bulk of the expendi- 

work on the new Dicker- 
arvland, generating station and 
iss on facilities. 


llinois Gas & Electric 
:2,000-KVA Mobile Sub 


LE. substation rated 12,000 
ieved to be the largest to 

the United States, has been 

\y the Iowa-IIlinois Gas and 

tric Company, Davenport, Iowa, 
hb General Electric’s Power Trans- 


‘Ber Department, 


complete substation mounted on 
mi-trailer for highway use, the 
will include a forced-oil-cooled 
e-phase transformer, rated 67,000 
3800Y volts, high-voltage discon- 
switch, low-voltage circuit break- 
lightning arresters, and control 
. 

will be used for planned main- 


tenance of permanent substations 
throughout the I-IGE system and 
will be available to help maintain elec- 
tric service in emergencies. It will 
conform to the Iowa and Illinois state 
highway regulations for dimensions 
and weight and will actually weigh 
less than the highest rated complete 
mobile substation General Electric has 
shipped to date—a 9,000 KVA unit 
weighing 55,500 pounds. The com- 
pany also has under construction a 
9500 KVA unit, 


Space Heating School 
Conducted by Ebasco 


Services Inc. 


HEATING specialists and sales man- 
agers from 14 utility companies spent 
the week of January 27-31 in New 
York learning more about the market 
for electric space heating, how to 
calculate electrical space heating re- 
quirements and how to get more heat- 
ing load on their company’s lines. 
The space heating school was held 
by Ebasco Services Incorporated’s 
Sales & Public Relations Dept. for its 
utility client companies, 

Instructors from Ebasco and some 










of the leading manufacturers of elec- 
tric space heating equipment dis- 
cussed basic heating terms and defi- 
nitions, fundamental principles of 
heating, how to calculate heat losses, 
design and operating principles of 
heating equipment on the market to- 
day, training salesmen, working with 
allies, using promotional materials 
and how to beat competition. 


Alabama Power Awards 
Contract for Weiss Dam 
Hydraulic Turbines to A-C 


THE second hydraulic turbine award 
in the last six weeks has been 
made by the Alabama Power Com- 
pany to Allis-Chalmers Manufactur- 
ing Company. 

The latest award calls for two 39,- 
100-hp, 49-ft head, 90-rpm units 
with fixed blade propeller runners for 
Weiss Dam to be located on the Coosa 
River. The units will be designed for 
concrete scroll case settings. 

In January, Alabama Power Com- 
pany awarded the contract for a 111,- 
500-hp, 210-ft head, 138.5-rpm Fran- 
cis runner type hydraulic turbine for 
its Warrior River Project near Jas- 
per, Alabama, to Allis-Chalmers. 








P.U.R. QUESTION SHEETS 


an educational opportunity 


With the least possible expenditure 


ind money, utility executives, lawyers, accountants, 
ngineers and others interested in any phase of pub- 
ic utility regulation can keep well informed through 


ese brief, four-page leaflets issued every two 


eeks, 


They consist of 10 questions and 10 authoritative 


inswers based on current decisions revealing court 


ind commission views pro and con. 


$10. 


criptio: 


Send your order to 


PUBLIC UTILITIES REPORTS, INC., 
Suite 332, Pennsylvania Bldg. 


425 13th Street, N. W. 
Washington 4, D. C. 
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American Appraisals of reproduction 
cost may affect rates 


An American Appraisal report of the cost of repro- 
duction provides convincing evidence in the prepa- 
ration of an appeal for adjusting rates to provide 
a more equitable return. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 








Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 
() Please enter my subscription for one year at the subscription rate of 


$5.00—United States; $5.50—Canada. 


() Please send me your advertising brochure. 
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financing, design, and construction. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 


Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
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Design — Electric Line Construction — Management — Reports and Valuations 
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* 100% Town 








1 0 Ce 





Supply 


Design ¢ Engineering ¢ Construction 


DRAKE & TOWNSEND 11 WEST 42ND STREET 


NEW YORK 36, N. Y. 









REPORTS 
NEW YORK @ CHICAGO e@ LOS ANGELES 














$2 Ford, Bacon & Davis 
Bad VALUATION Engine CONSTRUCTION 


RATE CASES 
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PROFESSIONAL DIRECTORY 


(continued) 








GIBBS « HILL, inc. 


Consulting Engineers 
DESIGNERS © CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON © PHILADELPHIA © NEW YORK 


GA GILBERT ASSOCIATES, INC. 


FOUNDED 1906 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 











Mention the FortNiGHTLY—!/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Soe Ru Ijia n loypounlion 


ENGINEERS ° co Not RUC T ORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR resemeatan 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management”’ 
DARIEN, CONNECTICUT 











SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 




















SANDERSON & PORTER 


CONSTRUCTION ° REPORTS & 
SURVEYS 
NEW YORK 
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(continued) 









Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











STONE «& WEBSTER 


ENGINEERING CORPORATION 


Design « Construction « Reports « Appraisals 
Examinations e Consulting Engineering 
NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN—SUPERVISION HANDY-WHITMAN INDEX 
or Publi ili 
REPORTS—VALUATIONS Geateaitien ant Tooele 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











EARL L. CARTER 


— Consulting Engineer 
""Coypoation REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 








Topographic and Planimetric Maps oa ; 
Mosaics, Plans & Profiles for all : — Cost Studies 
Engineering work. 910 Electric Building Indianapolis, Ind. 
Abrams Bldg. Lansing, Mich. 














BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
. MAINTENANCE CONTRACTORS 
E tnbnenes@ 
Y aae ao a for the GAS INDUSTRY 
> MO. CONSOLIDATED 
P. O. Box 7088 | GAS ANb SERVICE CO. 


Phone: DElmar 3-4375 327 So. LoSalle St., Chicago 4, Il. 

















Mention the FortNIGHTLY—It identifies your inquiry 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 











J. F. McMAHON ASSOCIATES, INC. 


Engineering Consultants 


INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 











FRANCIS S. HABERLY 


Valuation—Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














JACKSON & MORELAND INC. 


Engineers and Consultants 


Design and Supervision of Construction 


Reports — Examinations — Appraisals 
Machine Design — Technical Publications 
Boston New York 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 











PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil * Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


4 
Sp ov 
Buised * 








A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 














LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








The R.W.STAFFORDCO. 


GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 
Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 








Mention the FortNiGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 

*Allen & Company .... 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*American Telephone & nea wateiond 
AMP Incorporated 

*Analysts Journal, The 

*Anchor Metals, Inc. 


Babcock & Wilcox Company, The .. 
Black & Veatch, Consulting Engineers . 
*Blyth & Company, Inc. 

Burns & McDonneil Engineering ‘Company 


c 
Carter, Earl L., Consulting Engineer 
*Cating Rope Works, Inc. ... 
Cleveland Trencher Company, The Behe 
Columbia Gas System, Inc., The ... : Back Cover 
Combustion Engineering, Inc. 7, Outside Back Cover 
Commonwealth Associates, Inc. : 23 
Commonwealth Services, Inc. : 23 
Consolidated Gas and Service Company ; 40 


D 
Day & Zimmermann. Inc., Engineers 
Delta-Star Electric Division, H. K. Porter Company, Inc. 
Dodge Division of Chrysler aeies 
Drake & Townsend, Inc. 


*Eastman Dillon, Union Securities & Company 
*Ebasco Services Incorporated 
Electro-Motive Division, General Motors 


F 


First Boston Corporation, The 
*Fish Service Corporation 
Ford, Bacon & Davis, Inc., 


G 


Gannett Fleming Corddry and Carpenter, Inc. 41 
General Electric Company Inside Front Cover, 33 
Gibbs & Hill, Inc., Consulting Engineers 

Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

*Glore, Forgan & Company 


Haberly, Francis S., Consulting Engineers . 
*Halsey, Stuart & Company, Inc. .. 
*Harnischfeger Corporation 

Harriman, Ripley & Company 

Harza Engineering Company 

Hirsch, Gustav, Organization, Inc. 

Hoosier Engineering Company 


*International Business Machines Corp. 
*International Harvester Company, The 
Irving Trust Company 


J 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 
*Justrite Mfg. Company .. 


*Fortnightly advertisers not in this issue. 


*Kellogg, M. W., Company, The 
Kerite Company, The 

Kidder, Peabody & Company . 
*Kuhn Loeb & Company 
Kuljian Corporation, The 


Leffler, William S., Engineers Associated 

*Lehman Brothers 

*Loeb (Carl M.) Rhoades & Co. ................0... 
Loftus, Peter F., Corporation eo 
Lutz & May Company, Consulting Engineers De 


M 
*Main, Chas. T., Inc., Engineers 
*Marlow Pumps Division of Bell & Gossett Co. ........ 
*McCabe-Powers Auto Body Company 
McMahon, J. F. Associates, Inc. .. 
*Merrill Lynch, Pierce, Fenner & Beane 
Miner and Miner 
*Morgan Stanley & Company 
*Motorola Communications & Electronics, Inc. ....... 


*National Association of Railroad & 
Utilities Commissioners . 

Newport News Shipbuilding & Dry 
Dock Company .. 

*Nuclear Development Associates, Inc. 


fe) 


*Osmose Wood Preserving Co. of America, Inc. 


P 
*Pacific Pumps, Inc. 
Pioneer Service & Engineering Company 
aeersgg Testing Laboratory ... 
Porter, H. K., Company Inc., Delta-Star Electric Division 


Recording & Statistical Corporation ............... 
Remington Rand Div. of Sperry Rand Corp. Pence 
Robertson, H. H., Company 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers . 

Schulman, A. S., Electric Co., Engineers 
*Smith, Barney & Company . 

*Southern Pipe Coating Company 

Stafford, R. W., Company, The Consultants .. 
Stone and Webster Engineering Corporation 
Sverdrup & Parcel, Inc., Engineers 


T 


*Texas Eastern Transmission Corporation 


Ww 
*Westinghouse Electric Corporation 
White, J. G., Engineering Corp., The 
*White, Weld & Co. 
Whitman, Requardt and Associates 
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(@reyhbbectepr- mm er-n— 


continued to grow 


A NR gi tl PRO RES agP Se ELLEN 


iugho it its service territory — Ohio, Pennsylvania, 


‘Virsinia, Kentucky, Virginia, Maryland and 


tern New York—natural gas continues to be the 


med uel for home and industry. To learn how 


bia is meeting the ever-increasing natural gas 
lemeiits of this vital area, write for your copy of 


ttnua’ Report. 


beW bo bowi 


THE COLUMBIA 
SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 


120 East 41st Street, New York 17, N.Y. 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, 

Atlantic Seaboard Corporation, Columbia Gas of Kentucky, Inc., Virginia 

Gas Distribution Corporation, Kentucky Gas Transmission Corporation.. 

COLUMBUS GROUP: The Ohio Fuel Gas Company, The Ohio Valley Gas Company 

. PITTSBURGH GROUP: The Manufacturers Light and Heat Company, 

Columbia Gas of New York, Inc., Cumberland and Allegheny Gas Company, 
Home Gas Company ... THE PRESTON OIL COMPANY 





or 


















— comes to Pittsburgh 





Today, commercial electric power from the atom is a reality in Am 
On December 2, 1957, the country’s first full-scale atomic power pla 
the Shippingport Station operated by the Duquesne Light Company... 
critical. It began producing power December 18 and reached full p 
output 5 days later. Designed by Westinghouse Electric Corporatio 
the Atomic Energy Commission, this pioneer nuclear power plant is 
in regular operation, supplying electricity to the Pittsburgh area. 
Combustion Engineering was one of Shippingport’s major supplie 
contribution: the heaviest unit of atomic power equipment ever b 
the 235-ton reactor vessel—depicted by the colored areas in the pi 
opposite. This mammoth container houses the nuclear fuel charge 

















—o_r 


81-inch steel walls. More than 31. tons of water pass through the 
every second—at pressures of about 2,000 pounds per square inch—to 





off the tremendous heat generated by the nuclear reaction. Though its 





over three stories high, many of its massive parts were maching 
watchmakers’ tolerances. Entirely new fabrication and inspection 
niques had to be developed to make such precision possible. 
Combustion’s activity in the field of nuclear power has ranged 
such civilian projects as Shippingport and the Fast Breeder Reactor 
for the Enrico Fermi Plant* to the design and manufacture of :: com 
co submarine reactor system and numerous components for our nu 
iN Navy. C-E’s highly specialized personnel and extensive facilities tor nu 
work will enable the Company to occupy as important a pl ice i 
future use of atomic fuels as it has long held in the field of cc vent 


Fi y \ 
j a é 7 A \ power genrration. ‘ 


*Designed by Atomic Power Development Associates, Inc. 
for operation by Power Reactor Development Company 






Full-scale cutaway ow of 4-story high 
Shippi t tor. Th ctor vessel, » 
=r scene peperageeritiar prannnyglineyr i COMBUSTION ENGINEERING } 


signed and built by Combustion. Model ‘ , . em 
ae for Wastianbeue by Gardner Combustion Engineering Building 


Displays. 200 Madison Avenue, New York 16, N. Y. 





ALL TYPES OF STEAM SEMERATING, FUEL BURNING AMG RELATED EQUIPMENT; NUCLEAR REACTORS; PAPER MILL EQUIPMENT; PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE Vs SELS; 5 


